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THE REPORT OF COMPTROLLER OF THE 
CURRENCY. 


We publish elsewhere copious extracts from the report made 
this year by Mr. John Jay Knox, the Comptroller of the Cur- 
rency. The reports of Mr. Knox are always able, but his 
report of this year is especially so, and it will have, at this 
moment, an additional interest from the fact that the uneasy 
and ill-informed classes are now being incited to attack what 
is undoubtedly the least vulnerable part of existing public 
policies. It is conceded that the National banking system is 
better than any system which preceded it, and to us it seems 
equally clear that it is the best possible system which is 
attainable under tne circumstances, and that anything like a 
sudden overthrow of it would injure everybody, but would 
injure most the very persons who are clamoring against it. 
Of course reforms are possible in all systems, but the best 
reforms are those which are gradual, and in the direction, 
not of revolutionizing systems, but of improving them. 

Much greater defects must be shown to exist in the 
National banking system than have yet been pointed out, 
before the country can be persuaded to bring on a crisis in 
trade and in the money market by suddenly winding up two 
thousand banks. To call in one thousand millions of loans 
and distribute the proceeds among shareholders and deposi- 
tors, is an operation which involves too great a dislocation 
and shifting of investments, to be undertaken except in 
easy times and over a long term of years. No good reason 


27 





410 THE BANKER’S MAGAZINE. [ Dezember, 


has been shown in this case why it should be undertaken at 
all. There is no real call for it anywhere. The clamor 
against the National banks is mere froth on the political 
surface. Every year increases the solid support which the 
present system has in the intelligence of the country. At 
the outset, many bankers had their misgivings about it, and 
went into it with reluctance, and rather from compulsion 
than choice. It has constantly grown stronger as its prac- 
tical effects have been experienced and observed. 

As to safety, the redemption of National bank notes is 
secured beyond the possibility of loss by the deposit of 
Government bonds. The total losses to depositors and other 
creditors in fifteen years have aggregated only $6,400,000, a 
sum altogether insignificant in comparison with the losses 
during the same period from the failure of Savings, State, 
and private banks. Taking all the National banks together, 
the ratio of their capital and surplus, to total liabilities, is 
54-73 per cent., whereas in Great Britain it is 23.07 per cent. 
Or to make a more particular comparison with the London 
banks, the five principal joint-stocks of that city, not includ- 
ing the Bank of England, with a capital of £ 7,782,500, owe 
their depositors £ 111,500,000, whereas the 2,043 National 
banks, with a capital of $ 470,390,000, owe their depositors 
only $ 677,160,000. 

As to the taxes paid by the National banks, it appears 
that they have paid to the United States Government alone 
$86,000,000 since the establishment of the system. During 
the past four years they have paid in taxes of all kinds, 
National, State and local, $66,761,000. Considering how 
difficult it is to reach with taxation money which is invested 
in securities, and in how many ways such taxation may be 
and always is evaded, nobody will doubt that the capital 
now in National banks pays vastly more to the public 
exchequers, than it would pay if the owners of it were using 
it in private loans. 

The report of Comptroller Knox disposes of the statement 
so often made, that the owners of bank shares are especially 
the rich, by showing that the average amount held by each 
shareholder is only $ 3,100. 

That the profits are not excessive, is apparent from the 
fact, that while it is free to everybody to go into National 
banking who chooses to do so, both the capital invested in 
it and the circulating notes in use, have distinctly declined 
since 1875, and have been substantially stationary during the 
past year. 





1878. ] THE JOINT-STOCK BANKS OF GREAT BRITAIN, 


THE JOINT-STOCK BANKS OF GREAT BRITAIN. 


The London Lconomist, of October 19, gives tables showing 
capital, etc., of seventy-three out of the 118 Joint-Stock 
Banks of England and Wales, including the Bank of England. 
The seventy-three banks reported, have eighty-four per cent. 
of the total capital of the 118 banks. The figures given were 
the latest obtainable, a small portion of them not being later 
than those given in similar tables published by the LZconomist 
in May. It may be concluded that the market prices of 
shares, as given in these tables, were the prices before Octo- 
ber 2, the date of the failure of the Bank of Glasgow, since 
which time there has been a general fall in the prices of 
bank shares in England, ranging from five to ten per cent. 
The footings show the following results : 


Capital paid up £ 49,599,420 
Reserve fund and undivided profits 17,53 345 


& 58,129,765 
Aggregate market price of all the shares............. ££ 104,229,500 
The ten joint-stock banks of Scotland, not including the 
Bank of Glasgow, show the following results : 


Capital paid up & 9,045,780 
Reserve fund and undivided profits 4,857,882 


& 13,903,662 
£ 26,511,000 
The nine joint-stock banks of Ireland, including the Bank 
of Ireland, show the following results : 


Capital paid up 4 6,809,230 
Reserve fund and undivided profits.............000 2,895,955 


£ 91705 ,185 
£ 20,081,000 

Aggregating the whole, the assets claimed to be possessed 
by these banks, viz., their paid-up capital, reserve funds and 
undivided profits, amount to £ 81,738,612, but what may be 
called the good will of all of them, is esteemed to be worth, 
or was esteemed to be worth before the Glasgow bank 
failure, £ 69,082,888, so that their shares were salable in the 
market at a total valuation of £ 150,821,500. 

The shares of the Bank of England were salable in the 
market for £ 37,110,000, while its actual assets, consisting of 
paid-up capital, reserve fund, etc., were only £# 18,321,531. 

This high valuation of the good will of the British banks 
is based upon the enormous dividends which they have paid, 
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and perhaps earned in times past, and upon the expectation 
that such dividends would continue to be paid hereafter. 
Taking the last year’s dividends reported, they were at ratios 
per cent. upon the actually paid-up capital in certain banks 
in England, of the largest capital, as follows: 
Paid-up capital. Rate per cent. 
Bank of England 4 14,553,000 ... 
Bank of Liverpool 625,000... 
London and County Bank 1, 500,000 
London Joint-Stock Bank 1,200,000 
London and Westminster Bank - 2,000,000 
National Provincial Bank wee 1,687,500 
Union Bank of London I, 395,000 


Two banks have paid thirty per cent. or more, and only 
one has paid less than six per cent. The Scotch and Irish 
banks averaged fourteen per cent. 

The market price of the shares are based upon these divi- 
dends, and are naturally high, as Englishmen call anything 
worth 1oo which pays four annually, and is deemed to be 
fairly safe. 

The principal source of the recent profits of British bank- 
ing, has been the immense amount of deposits, varying from 
five to six hundred millions sterling in all the banks, includ- 
ing the private as well as joint-stock banks. Interest is paid 
upon the larger part of these deposits. In London, as is 
well known, the rule regulating the interest on deposits 
demandable at call without notice, has been, that it should 
be one per cent. less than the minimum rate for the time 
being at the Bank of England. But it is said that outside 
of London, the rate of interest for deposited money is rarely 
below three per cent., no matter how low the discount rate 
of the Bank of England may go. 

The general statement of the case is, that British banking 
is carried on mainly upon money borrowed by the banks, 
and very little upon their own capital. The paid-up capital 
of the English banks, not reported in the foregoing tables, 
is £ 7,713.582. The addition of that sum to the capital, 
reserve funds and undivided profits of the English banks 
which are reported in the tables of the Zconomist, and of the 
Scotch and Irish banks, makes a total of £ 89,452,194. But 
their debts upon deposit and current accounts amount to 
4, 332,211,406, or nearly four times as much as they possess of 
capital, reserve funds and undivided profits. Their ability to 
pay depends, therefore, upon the per-centage which they can 
realize from the investments which they have made of the 
money deposited with them. 

In the case of the five London banks, the London and 
County, the London Joint-Stock, the London and Westmin- 
ster, the National Provincial, and the Union, whose dividends 
are given above, the proportion of their own to their bor- 
rowed capital, is much smaller than in the general average 
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of the banks. These five banks have an aggregate paid-up 
capital of £ 7,782,500, and aggregate reserve funds of 
4 4,253,083, making a total of 12,035,583. The London 
Economist, of August 31, said in respect to them : 

“The enormous scale which deposit banking has reached 
in this country, is marked in a very striking manner by the 
fact that these five banks had, at their last published state- 
ments, liabilities to the public, of about £ 111,500,000.” 

Banking upon borrowed capital may be a prosperous busi- 
ness in prosperous times, but it is a hazardous and danger- 
ous business, and exposed to great catastrophes. The debts 
of banks, as a rule, are all payable on demand, while the 
realization of their assets is often attended with delay. Nor 
is that the whole of it, or the worst of it. They are exposed 
to losses on their loans, and however prudently and skillfully 
they may be managed, cannot escape some losses. When 
they are in such a situation, that a small per-centage of loss 
on their loans will -result in their bankruptcy, the situation is 
never a safe one, and becomes an alarming one, in seasons 
of protracted commercial depression and depreciation of 
values. 

The British banks have so far held up bravely under the 
terrible shock to credit from the blow of the Glasgow failure, 
and there are, as yet, no signs of any destructive bank 
panic. If the great disaster at Glasgow does not finally pro- 
duce one, it will be a proof that the banks are generally 
sounder than they could have been expected to be, under the 
wearing and grinding process of a fall in prices continuous 
since 1873, and still in progress, and with the resulting pros- 
tration of nearly all the great British industries. 

Subject, of course, to limited exceptions, as all rules must 
be, we believe the sound general rule to be, that banks 
should not become debtors for deposits demandable at call, 
beyond the amount of such deposits which may be left with 
them without interest. Their indebtedness, even if kept 
within that rule, will always be large enough, especially at 
commercial points. The National Banking Law of the United 
States prohibits the banks from borrowing on post-notes, but 
under the decision of Judge Dillon, given elsewhere in this 
number of the MaGazinre, they may borrow in other forms 
without limit. In fact, they do rarely borrow in any other 
form than receiving deposits, and, as a rule, decline to swell 
their lines of deposits demandable at call, by the attraction 
of allowing interest on them. Contrary to the popular idea 
on the subject, the temper and notions of American bankers 
are very much more prudent and conservative than those of 
the British bankers. In fact, the description is accurate, that 
the whole British banking system is a top kept upright on a 
sharp point by the rapidity with which it spins. If the spin- 
ning relaxes, the top wabbles, and whenever the relaxation of 
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the spinning reaches a certain stage, the top must fall. The 
bankers and banks of London, outside of the bank of 
England, keep little or no money in their own tills, but 
rely upon their deposits in the Bank of England, and in 
recent years these deposits are so large, that their simultane- 
ous withdrawal, to meet any simultaneous necessity of the 
depositing bankers and banks, would leave the great bank 
without a single sovereign. 


—_—_—]—$—$S——$F— a 


RAILROAD PROPERTY IN THE UNITED STATES. 


What the average rate of profit for the last twenty years 
has been upon the capital invested in railroads in this coun- 
try is a question which nobody has undertaken to define 
with any precision. The off-hand opinions in respect to it, 
of such persons as have any opinion about it at all, would be 
found to be widely variant ; and many persons would be found 
to doubt whether railroad property, as a whole, has yielded 
any direct profit to its owners, however profitable it may have 
been, in a public sense, in the way of developing the 
resources of the country, facilitating trade, and enhancing 
the value of real estate. 

Those who adopt the last described opinion are, for the 
most part, those who mean by the term caf/ta/, as applied to 
railroads, that portion of their cost which is furnished by 
subscribers to shares in them, the aggregate of which is fre- 
quently spoken of as their capital stock. The English method 
of describing the ownership of railroads divides it into two 
parts, the share capital, and the bond.capital, or debenture 
capital, as it is there called. 

The English method of using the word cafita/, as applied 
to railroads, seems to be the most correct. The means for 
constructing railroads are as truly furnished by those who 
lend their money, as by those who subscribe for shares. Both 
classes are owners of them, but the priority of right is with 
those who lend their money, this priority being almost always 
specially assured by mortgages, or deeds of trust, but exist- 
ing without mortgages or deeds of trust, under the general 
principles of law which protect the just interests of creditors. 

From a National point of view the aggregate capital, 
invested in railroads by the holders of shares and _ bonds, 
may be said to pay well as an investment, if it yields a rate of 
profit greater than, or equal to, the average rate yielded by 
other descriptions of property. And this is not the less true, 
because, as frequently happens, the profit of railroad invest- 
ments is so divided between the owners of shares and bonds, 
as to leave little or nothing for the owners of shares. 
Unequal divisions of that kind affect the interests of indi- 
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viduals, but do not concern the public. No general impover- 
ishment can result from investments which return the rate 
of income yielded by the average of investments, however 
this income may be apportioned among the owners, unless 
the more fortunate class of owners happen to be foreigners. 

This inequality of the division of profits, which is so com- 
mon in respect to railroads, is not unfrequently met with in 
other kinds of investments, and especially in building opera- 
tions, both those which are isolated, and those which are on 
an extensive scale. The rate of interest on the mortgages 
created in aid of such operations, often proves so much 
higher than the rate of net income from them, as to absorb 
the whole, or nearly the whole of it. 

In all these cases we hear of the losses, but never hear of 
the gains. In fact, the gains are not only not spoken of as 
such by the general public, but are not regarded as such by 
those who receive them. Nobody treats the purchase of a 
security at the market rate, as an addition to the amount 
of his capital, although the security may yield an income 
considerably above the current average income of property. 
He may think and perhaps speak of it as a good investment 
of his money. In due time, the excess of income beyond the 
current ordinary income of other investments, will appear in 
the form of his increased capital, although the attention of 
himself and others may not be attracted to the increase while 
it is in progress. 

It happens in this and other ways, that the losses made by 
shareholders in railroads, impress themselves more upon the 
observation of the community than do the gains of the 
holders of railroad bonds. Those gains often really exceed 
the losses of shareholders, and still oftener are the principal 
causes of the losses of shareholders. In other words, share- 
holders are frequently losers, not because the railroads in 
which they invest do not pay the average current rate of 
profit, but. because they have made such bargains in the sale 
of bonds on them, as to deprive themselves of any share of 
the profit. 

It is, of course, always true that shareholders make such 
bargains with their eyes open, and it is frequently true that 
they have local and personal reasons connected with the 
indirect advantages resulting from railroads, such as improve- 
ment of trade and real estate at particular points, to make 
them willing to pay for shares in them, even when they 
expect no direct income. It is aiso most commonly true that 
railroad bonds are sold to persons who have no other induce- 
ment to buy them than the rate of interest which they pay. 
But, although not a matter to be fairly complained of, it is 
none the less a fact, that it is the bondholders who get the 
lion’s share of the direct profits of railroads. 

What the average net rate of annual profit actually is, 
upon all descriptions of property in the United States, is a 
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question intrinsically obscure from the multiplicity and uncer- 
tainty of the elements which must enter into the solution of it. 
It is not wonderful that opinions about it differ widely, and 
nobody, unless very confident of his own superior wisdom, 
will presume to be very dogmatic in defining exactly what 
it is. But if the more common opinion, that it does not 
exceed three percentum, is any approximation to the truth, 
it will be admitted that if the holders of all the railroad 
bonds in this country, taken as a mass, receive one-half of the 
interest which those bonds promise to pay, they will receive 
a rate of interest on the prices at which these bonds were 
actually issued, quite equal to the average net income of all 
the farms, houses, mills, and ships in which they and others 
have invested. In point of fact, more than half of the 
interest promised in railroad bonds, taken as an aggregate, 
has been paid, and is likely to be. The excess realized 
beyond one-half of the promised interest on the bonds is, 
probably, greater than all the real losses in the shares of the 
railroads, considering that satisfactory dividends are paid on 
a considerable proportion of them. It is doubtful if the 
per centage of them on which no dividends are paid, exceeds 
the percentage which is ordinarily known as water, and for 
which no value was given. The effect of this, in a general 
view, is not altered by the fact that a good many shares 
which are mere water receive the best and most regular 
dividends. It is important to individual owners to have the 
particular shares which they hold, pay well, and quite unim- 
portant how the shares of other people fare. But from the 
National point of view, and as affecting the question whether 
railroad investments as an aggregate have been directly 
profitable or otherwise, the only things to be looked at are 
the total sum really paid for all the railroad shares and 
bonds, and the total sum received from them by way of 
dividends and interest. 

In this country, according to the latest returns in Poor's 
Railroad Manual, for 1877-8, the share capital, and bonded 
debts of the railroads were about equal, being as follows : 

Capital stock $ 2,248, 358,375 
Funded debt 2, 220, 233, 560 

In the United Kingdom of Great Britain and Ireland the 
proportion of share capital, including the preferred shares, is 
greater. According to the latest returns, reckoning the pound 


at $5, the amounts were as follows: 
Percent. of 
total capital. 
Ordinary shares $ 1,325,206, 150 ii 39 
1,185,240,750 . 35 
859,748,340 ... 26 
$ 3,370, 195,240 ++ 100 
In respect to preference shares issued in Great Britain 
since 1863, if there is a deficiency of income in any particu- 
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lar year to pay the dividends agreed to be paid, it is not 
recoverable out of an excess of income in subsequent years. 

In considering the question of profit and loss in construct- 
ing and operating railroads, from a public point of view, 
certain great, and unfortunately too well-known, profits con- 
nected with both things, are to be taken into the account. 
The Credit Mobilier of the Union Pacific will at once sug- 
gest itself to the reader. That was the most conspicuous 
case of the kind, but cases similar in character are innumer- 
able. One of the most solid and best paying roads in the 
country, that from New York to New Haven, besides declar- 
ing ten per cent. dividends, has been carrying for a genera- 
tion, the load of an extra million made out of its construc- 
tion, and of two millions stolen by Schuyler. 

How much of the money represented as invested in rail- 
roads was diverted to other uses in ways like these is not 
exactly ascertainable, but is known to be vast. 

In the case of the Erie road, it would be practicable for 
anybody having leisure enough and a sufficient taste for fig- 
ures, to make an account, showing on one side all the moneys 
it had received from the beginning from purchasers of shares 
and bonds, and on the other side all it paid as dividends on 
shares and interest on bonds. With such an account, every 
person who had decided for himself what the average rate 
of profit on property has been in this country during the 
period of the existence of the Erie road, could allow that as 
an interest rate on all payments to and by the road, and 
thus arrive at an apparently satisfactory conclusion as to 
whether the road had paid less or more than the average 
rate of profit. But an element interposes itself here, which 
cannot be reduced to the form of an accurate account, and 
that is the element of stealing. When annual receipts and 
disbursements aggregate thirty or forty millions, and where 
so many men of the stamp of James Fiske have had an 
unchecked. control for a large part of the time, it becomes 
a case for the imagination. Accountants only mystify it the 
more. 

One of the apparent losses, which is not real, common in 
all recent fixed investments in this country, namely, the 
apparent loss arising from the recovery of the greenback 
currency from its great depreciation relatively to coined money, 
is very conspicuous in railroad building, because it was most 
actively prosecuted when that depreciation, although not so 
great as when the final issue of the civil war was undecided 
and deemed to be doubtful, was still very marked and seri- 
ous. No direct real loss, or gain, can result in a National 
point of view, from a change in the money rating of a fixed 
investment, resulting from an appreciation or depreciation of 
money. The position of an owner, who is is neither a credi- 
tor nor debtor, is in no way affected by either circumstance, 
and when the owner is either a creditor or a debtor, his loss, 
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if he is a loser, is necessarily offset in a public sense by an 
exactly equal gain to somebody else. If railroads built with 
greenbacks worth only fifty per cent. in coin, are now worth 
fifty per cent. of their greenback cost, they are worth pre- 
cisely what they cost. ‘It is true that those who invested 
their depreciated greenbacks in railroad building, might have 
invested them in certain classes of mortgages and certain 
classes of bonds, and have realized a great profit thereby. 
But missing an opportunity to make a profit, is a very differ- 
ent thing from making a loss. 

Of course, the change in the value of the money in cur- 
rent use, from the appreciation of the greenback compared 
with coin since 1865, has greatly affected the position of the 
several classes of owners of railroads relatively to each other. 
The change has been to the prejudice of shareholders, and 
when the roads at the new money valuations have been 
inadequate to pay all the bonds, those secured by second, 
third and fourth mortgages, have been sacrificed to the bonds 
prior to them in right. But the general, public wealth is 
not affected by such cases of the good or ill fortune of indi- 
viduals. 

On the whole, while admitting that the direct profits of 
railroads to their owners are less conspicuously clear than 
their effect in advancing the general interests of the country, 
and while admitting also that these profits have been in some 


cases inequitably divided, and in other cases diverted into 
unworthy channels, we believe that in the aggregate, and 
after allowing for all losses, they much exceed the average 
rate of profit upon other investments. 


GOLD CONTRACTS. 


According to the present course of the decisions of judicial 
courts, contracts to pay particular kinds of money, as gold 
dollars or silver dollars, may lawfully be entered into and 
can be enforced by legal proceedings. Where there is no 
special stipulation to the contrary, such contracts, if they call 
for gold dollars or silver dollars, can be performed by the 
payment of dollars of the weight and fineness prescribed by 
‘law at the time of payment. It was to guard against the 
effects of a possible reduction of either the weight or fine- 
ness of coins, that the Act of Congress, of July 14, 1870, 
under which the debt of the United States is now being 
refunded, provided that the coins in which the bonds author- 
ized by the act should be paid should be of the value exist- 
ing at the date of that act and not at the dates when used 
in payment. 

It is not surprising that during the civil war, and for 





1878. ] GOLD CONTRACTS. 419 


some years afterwards, when the depreciation of the greenback 
was heavy, money contracts were made payable specifically in 
coin or in gold. This was particularly the case with railroad 
and other bonds which it was desired and intended to nego- 
tiate in foreign markets. In some instances, the same object 
of negotiability abroad was accomplished by the method of 
making bonds payable in London and in sterling money. In 
the last case, the purchasers actually incurred the risk, which 
probably none of them took into account, that sterling money 
might be depreciated below gold by another suspension of 
the Bank of England. 

These coin contracts have continued to be made notwith- 
standing the constant appreciation of the greenback to a 
parity with coin, and the number of such contracts, espec- 
ially of those in the form of gold contracts, seems to be as 
great now as ever before. Considering the scale upon which 
they are being entered into, it is remarkable that so little 
attention is attracted to them. The bonds of New York city, 
running from thirty to fifty years, for $6,900,000, principal and 
interest payable in United States gold coins, have recently 
been sold, without any comment by the city press upon the 
policy of such a transaction. And yet it would seem, on the 
face of it, to be a somewhat serious matter, to assume a lia- 
bility to pay a debt in a particular metal, and to take all 
the risks of a rise in that metal, for so long a term as half 
a century. The city authorities have not informed the tax- 
payers what pecuniary inducement the city received for mak- 
ing these bonds payable in that way. They have not informed 
the taxpayers, how much less would have been obtained for 
the bonds if they had been made payable in coin, or in law- 
ful money. In other words, the taxpayers do not know how 
much more the bonds sold for by reason of being made 
payable in gold, and until that is known, they are ignorant 
of the inducement there was to make them payable only in 
gold. There is too much reason to fear that it was a very 
improvident transaction. It is certain that the four-per-cent. 
bonds of the United States, payable in coin, so that the 
United States have the option of paying in silver, are being 
steadily and eagerly taken by investors. Unless some unan- 
ticipated explanation can be given of what has been done, 
the public will be apt. to conclude that, at any rate, there 
was no necessity for making the five-per-cent. bonds of this 
city payable in gold. And it is probably true in all cases, 
that the risk of such promises overbalances what is received 
for incurring it. 

The subject has many aspects, but for the present, we 
will confine our comments to two of them. 

The first is, that if it is assumed to be the determination of 
this country to maintain the double metallic standard, public 
policy requires that contracts to pay metallic money should 
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be coin contracts. What is desirable under that standard, 
is, that the legal and market values of the two metals 
should as nearly as possible coincide. The most powerful 
cause tending to produce that coincidence is the option of 
debtors to pay in either metal, which option always shifts 
the demand from the dearer to the cheaper metal. To what- 
ever extent contracts are permitted to be made, and are act- 
ually made, payable in a particular metal, this equalizing 
action of the double standard is nullified. If one of the 
metals is at any particular time the dearer of the two, the 
demand for it is not on that account withdrawn, but it must 
still be procured, at whatever cost, by those who have 
promised it. 

The second is, that one of the objects aimed at, and per- 
haps the object principally aimed at, in these gold contracts, 
which is their greater facility of negotiation in foreign 
money markets, is something which legislation ought to dis- 
courage rather than encourage. However it may have been 
in former periods of our history when capital was relatively 
very deficient in this country, as compared with certain 
European countries, there can be no necessity now for sub- 
mitting to the disadvantages of having the public and cor- 
porate securities of this country held abroad. The free trade 
doctrinaires may say that it is as clearly best to borrow money 
wherever it can be borrowed the cheapest, as it is to buy 
goods where they are sold at the lowest rates, but all theo- 
ries are subject to practical limitations. It is a good thing 
to borrow money at low interest, if it must be borrowed at 
all, but it is also a good thing to have whatever interest 
we must pay, paid to our own citizens, who spend their 
incomes among us, and who, in various ways, contribute 
towards our public burdens, even if they are not taxed 
directly upon some of the bonds they may hold. Now that 
capital in the United States is already so abundant, and is 
still accumulating at so rapid a rate, we can have both those 
good things, moderate rates of interest, and home creditors, 
instead of foreign creditors. Some respect in such matters 
is due to the popular instinct and judgment, and they both 
strongly favor keeping our debts in this country. The people 
are not at all attracted by the apparently low rates of inter- 
est of foreign money. They look at that question on all its 
sides. They see that loans negotiated abroad are never 
realized in money, but only in the form of foreign goods, at 
enhanced prices, and that importations swollen in that way 
both encourage habits of extravagance, and interfere with 
domestic industries. They see, too, that to whatever extent 
foreigners take our bonds, they take so much the less of our 
staple exports. 

Many of the observations which we have ventured to make, 
apply, not only to the case of contracts made payable in 
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gold, as distinguished from coin, but to the case of con- 
tracts made payable in metallic money, as distinguished 
from any other money which may, at particular junctures, be 
made “/aw/ful,” as the greenback was and is. And we con- 
fess that we believe that the policy of England, and France, 
and other financially strong European countries, as respects 
the terms in which their National securities are expressed, 
is much wiser than ours has been since 1862. England 
promises pounds sterling and France promises francs, but 
neither of them promises gold, or silver, or coin. They pay 
in such pounds sterling and such francs as are lawfully cur- 
rent at the time of payment. England paid its debts, 
principal and interest, from 1797 to 1821, not in coin, but in 
Bank of England notes, and France paid francs in the notes 
of the Bank of France during both the last suspensions of 
that institution. The contrary statement made in respect to 
France is erroneous, and is only true of a particular loan, 
called the “ Morgan loan,” which was negotiated during the 
recent Prussian invasion, and made payable in_ sterling 
money. 

The power of Congress to impose stamp duties on contracts 
of all kinds, affords an ample and ready means to enforce 
any public policy in relation to contracts, which may be 
determined upon after a proper discussion of the subject. It 
is by an excise duty, that Congress suppresses the circula- 
tion of State bank notes, and that legislation has been sus- 
tained by the Supreme Court of the United States. (See 
case of Veazie Bank vs. Fenno, 8 Wallace, 533.) 

Of course, nothing that is here said is intended to apply 
to contracts made payable in specific commodities. Money is 
well known to fluctuate in value in long periods of time, 
and sometimes in short ones, and very cautious persons 
endeavor to guard against such fluctuations, by stipulating 
for payments on long contracts, such as long leases, to be 
made in some commodity like wheat, of large production and 
general consumption. A conspicuous example of that kind, 
is the case of the leases of the English University at Oxford. 
A Boston millionaire at the beginning of this century, 
selected Russia sheet iron as the material in which some of 
his tenants were to pay their rents. Gold and silver, in their 
uncoined form, so much weight and of such a fineness, may 
be selected as an agreed mode of payment. But permitting 
contracts of that character is a very different thing from 
permitting money contracts to be made, payable only in a 
particular kind of money. The sound public policy is, not 
to increase the divergence in value between moneys of differ- 
ent kinds, but to diminish it, and not to recognize the 
divergence, when it can possibly be avoided. 
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THE PARITY OF GOLD AND SILVER COINS. 


It is agreed on all hands that if silver bullion continues 
at any sensible depreciation below the ratio of 15.98 to one 
of gold, the monthly coinage of two million silver dollars 
will finally cause them to be at the same depreciation 
as compared with gold dollars. The doubtful question is, 
at what point this result will be reached, or in other words, 
how many coined silver dollars will circulate at a parity with 
coined gold dollars. The question is doubtful, because it is 
new to our own experience, while no clear light is thrown 
upon it by the experience of other nations, and because, as 
to the facts which must influence the solution of the ques- 
tion, some cannot be exactly ascertained, and others may be 
changed by future events. 

The subjection of the amount of the coinage of either 
metal to the will of the Government, is an entirely new 
thing in the history of coinage, except in respect to subsid- 
iary coins. It is, in fact, not yet quite five years old, having 
been first adopted by the States of the Latin Union, in 
January, 1874. 

It is, of course, true that the value of any species of money, 
with or without intrinsic value, can be fixed and maintained 
at any desired point by a limitation of its quantity. That is 
true, as an abstract proposition, of even paper money, but 
subject to the inherent, practical difficulty, that no limitation 
of its quantity can be relied upon against the overpowering 
temptations to increase the issues of it. 

In the case of France we have an example on a larger 
scale than anywhere else, of silver coins maintained, by a 
limitation of their quantity, at a parity with gold coins. The 
difference between the bullion values of the two classes of 
coins is about three per cent. greater than it is in this 
country, the French legal ratio of the metals being 15% to 
one, whereas with us it is 15.98 to one. Yet, notwithstanding 
this greater difference, the French silver coins are at a parity 
with the gold coins. The proportion of the two classes of 
coins has always been stated until recently as two of silver 
to three of gold, but the estimate of the silver coins is now 
increased. This is, probably, not a change in the methods of 
estimating, but a change in the facts, as large amounts of 
silver have lately flowed into France from the other States 
of the Latin Union, and especially from Italy. 

If we should determine the probabilities in the United 
States by the experience of France, we should conclude that 
a number of silver dollars, equal to two-fifths of our total 
metallic money, would float at par with gold dollars, no mat- 
ter what the relative values of gold and silver bullion might 
be. If we assume that after resumption our total metallic 





1878. ] THE PARITY OF GOLD AND SILVER COINS. 423 


money in all forms, in current use, in private hoards, and in 
bank and Government reserves, is to be from three to four 
hundred millions, 120 to 160 millions of silver dollars could 
be maintained at a parity with gold dollars. In other words, 
we should not expect any depreciation of the silver dollars, 
at the present rate of coinage, in less than four or five years. 

But while we know that France, with two-fifths of its 
metallic money in silver, experiences no depreciation of it, we 
do not know, by any actual trial, that the same fact of non- 
depreciation would not have been witnessed if the silver coins 
had been three-fifths of all the coins. It merely happened 
that two-fifths was the actual proportion when the total sus- 
pension of the silver coinage was ordered in August, 1876. 

In the case of Holland, where the proportion of silver is 
very much larger than in France, there is nothing in the 
course of its exchanges with other nations, which indicates 
that its currency has undergone any great change of rela- 
tion to that of nations using gold, notwithstanding the marked 
change which has occurred in the world’s markets in the 
relation of silver bullion to gold bullion. No silver coinage 
has been permitted in Holland for the account of individuals 
since June, 1875, and little or, none is executed for the 
account of the Government. As respects gold coins, Hol- 
land had none when the law of June 6, 1875, was passed, 
having been an exclusively silver country since 1847. 


The new gold coinage commenced July 1, 1875, and was as 
follows : 


Florins. 
Last six months of 1875 41, 100,000 
During the year 1876 15,811,060 


The Dutch florin is worth about forty cents, 

This coinage was wholly for the account of individuals. 
There was no gold coined during the year 1877 and probably 
there has been none since. The larger part of the actual 
coinage of gold was before the difference in value between 
gold and silver became very marked. 

All the accounts we have seen point to the conclusion that, 
during the present year, gold has been rather flowing out of 
Holland than flowing into it. 

The Frankfurter Zeitung, of May 8, 1878, said: 

The gold bullion of the Bank of the Netherlands has experienced 
a considerable diminution recently. During the year 1877, £66,000 
in Dutch gold coins and £ 1,767,000 in foreign gold and bars have 
been exported, and the process is still going on. In April, of this 
year, £417,000 has already been taken for the same purpose. 

How much greater the proportion of silver is in Holland than 
in France, we have no means of stating with any pretensions 
to accuracy, but it is certainly considerably greater. If, 
therefore, the Dutch case is a fair precedent for us, we might 
conclude that the silver dollars will not depreciate at some 
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proportion considerably higher than two-fifths of our total 
metallic money. 

The silver dollars, if our laws remain as they are, are just 
as valuable for all domestic purposes, that is, for paying debts 
and taxes of all kinds as the gold dollars, and in the form 
of certificates they are just as portable and convenient. They 
are much less valuable for export, and it is possible that 
they may remain so for a long term of time. At the present 
moment, this foreign availability of gold counts for nothing, 
as the balance of the foreign trade is now heavily in our 
favor. But the balances of foreign trade are never perma- 
nently in favor of countries which, like our own, are largely 
producers of the precious metals, and a change is certain to 
come at some time. An adverse balance of trade has not 
yet been encountered by France, since its limitation of the 
silver coinage, and how that might affect its power to main- 
tain the parity of the two classes of coins, has not been put 
to the test of a trial. 

Of course, the effect of an export of metal caused by an 
adverse balance of trade, would depend upon the amount of 
the export, compared with the amount of the exportable 
metal which was available. But it is difficult to predict 
exactly how much an export of gold from this country, equal, 
for example, to half the amount of it on hand, would 
raise the value of the gold dollars as compared with the sil- 
ver dollars. If it is assumed that our total metallic money is 
at any given time $ 300,000,000, divided into $ 180,000,000 of 
gold and $ 120,000,000 of silver, and that $90,000,000 of the 
gold should be exported to settle an adverse balance of 
trade, it is plain that the value of the $ 210,000,000 of metal- 
lic money remaining in the country would be decisively 
increased, but it is not so plain how much change there would 
be in the relative value of the gold and silver dollars. 
$90,000,000 of the gold dollars would have been exported, 
but $90,000,000 would still remain, having no special, dis- 
tinctive utility for home purposes not equally possessed by 
the silver dollars. It might turn out that an export of gold, 
not actually proceeding to the length of exhausting it entirely, 
would create no greater premium on it than was necessary to 
cause its collection and concentration for the purposes of 
export. 

Our conclusion upon the whole case is, that there is cer- 
tainly no occasion to apprehend any early depreciation of the 
coined silver dollar, and it is among the possibilities that 
before it can occur from the existing depreciation of silver 
bullion, that last depreciation may itself disappear by a 
change in the markets. The results of mining are proverb- 
ially uncertain, and now that the value of the precious 
metals is so much affected by the action of Governments, 
we must take into account that new element of uncertainty 
which is found in the fickleness of legislation. 
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INDIA’S LOSSES FROM THE SINGLE STANDARD. 


The following letter from Professor Emile de Laveleye, of Liege, Belgium, 
to Mr. George Walker, of New York, has been translated and sent to us for 
publication, by request of the distinguished writer. Professor de Laveleye is 
among the most eminent advocates of the double standard in Europe; and his 
writings on this subject carry the greater weight from his known attachment to 
hard money, and to the most conservative principles of banking and financial 
management. There is a remarkable similarity between the condition of India 
when Europe was overtaken by a flood of gold, after the Californian and Aus- 
tralian discoveries, and the present condition of the United States when Europe 
is complaining of a flood of silver. There is, however, this difference, that in 
the former case, the natural increase of the supply of gold, was much greater 
than the present artificial supply of silver, which results from the action of the 
German and other governments.—EDITOR BANKER’S MAGAZINE. 


LIEGE, October 9, 1878. 


My Dear Mr. WALKER :—The Monetary Conference lately 
assembled at Paris, on the invitation of the United States, 
has adopted resolutions which are the counter-part of those 
of 1867. In 1867 all the countries participating in the con- 
ference agreed that gold was the only metal to be used. 
On the present occasion, being alarmed at the formidable 
perturbations which such an attempt would involve, they have 
decided that it will not do to further abridge the functions 
of silver. This is a great point gained; but, as England is 
not willing herself to adopt the bi-metallic system, she is 
forced to admit that it is desirable that some countries shall 
have gold and others silver. The world would thus become 
bi-metallic, taken as a whole, but as no country would here- 
after make a common use of both metals, there would cease 
to be any intermediary between the gold countries and the 
silver countries. 

Certain facts, borrowed from the monetary history of India, 
which have recently come to my knowledge, go to show, at 
once the inconveniences of such a system, and the advant- 
ages of a simultaneous employment of both gold and silver. 
Previously to the Act of the Government of India, No. XVII, 
1835, by which an uniform coinage was established for the 
British dominions of India, the gold mohur of India, and 
other gold coins of Madras, and Bombay, were a legal tender, 
being valued relatively to silver, in the proportion of one to 
fifteen. By the Act of 1835 gold coins of five, ten, fifteen, 
and twenty rupees, were authorized to be coined and 
received at the public treasuries, not as legal tender, but at 
a rate to be fixed by proclamation. A proclamation of Jan- 

28 
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uary, 1841, authorized these coins to be received, without 
restriction, at the previous ratio of one to fifteen, thus intro- 
ducing zm fact a double standard. 

In 1852, under the influence of the gold panic, then begin- 
ning to show itself, notice was given on the 22d Decem- 
ber, that gold coins would no longer be received at the 
public treasuries ; and thus India became silver mono-metallic. 

Ten years afterwards, a severe monetary crisis burst over 
India. In consequence of the war in the United States, 
India sent large and unprecedented quantities of cotton to 
Europe. Hence arose those enormous exports of silver to 
pay balances, which alarmed Europe, and drove certain 
countries into a proscription of gold. India absorbed more 
than the entire annual production of silver. That produc- 
tion was estimated, at that period, at £ 10,000,000. The 
imports of silver into India amounted, in 1861-62, to eleven 
millions sterling, and in 1862-63, to fifteen millions. In spite 
of this extraordinary influx, the mediums of payment did 
not increase as rapidly as the exchanges. There was an 
inadequate supply of silver to pay for domestic products. 
The usual consequences of a scarcity of money manifested 
themselves. It will be useful to present a picture of the sit- 
uation, painted from nature, and without any preconceived 
controversial purpose. 

“The price of all securities has more or less declined, and 
other commodities have likewise been partially affected ; but 
holders generally are too strong to succumb under a pres- 
sure which they feel to be only temporary; so instead of 
parting with their goods or produce for a smaller quantity of 
the circulating medium, they prefer retaining them. Prices, 
therefore, have not adjusted themselves to the reduced cur- 
rency, but business has been altogether suspended. The 
demand for money continues great, and the bank rate of 
interest has been raised to twenty-four per cent., while 
those who have required to draw their capital from England, 
have been content to engage to pay 2s. 3¢. there six months 
hence, for each rupee advanced in India. (W. R. Cassels, 
Esq., Bombay, to His Excellency, Sir Bartle Frere, K.C.B., 
Governor of Bombay, 1 January, 1864.) * +¢ 

In view of these facts, Mr. Cassels very justly observes 
that: “the great desideratum of any monetary standard is 
that it should be as little variable as possible, and a gen- 
eral fall in the price of commodities is far more prejudicial 
to a community than a general advance.” f{ 


*«*The Mint Par between Calcutta and London is one rupee=1s, 10%d.""—Seyd on Bullion. 

Trans.) 
c +The facts above presented are all taken from Parliamentary papers ( Last /ndia—Gold Cur- 
rency ) published by order of the House of Commons, February 25, 1835. 

tThe Minute of the Hon. ‘T. D. Inverarty, Bombay, February. 1864, quotes from the 
Westminister Review, of January 1864, the following remarks, which go to support the opinion 
of Mr. Cassels: ‘‘ All the efforts which have been made to estimate the fall of value in gold by 
calculating the effect of the annual additions to the existing stock of metal, err, by ignoring the 
immense effect of the additions themselves upon the production and industry of the world, and 
by overlooking the direct tendency of such a stimulus to re-establish the old ratio between the 
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Thus it appears that, in 1864, India was subjected to a 
monetary crisis because there was a scarcity of silver, and, 
to-day, on the other hand, the largest part of the losses of 
that country are in consequence of silver having fallen in 
value. If India had had a currency of both gold and sil- 
ver, it would have escaped both these crises. Moreover, in 
1864, the Chambers of Commerce of Calcutta, Bombay, and 
Madras, the most intelligent financiers, and the Governor- 
General, in council, all demanded of the British Government 
that it should authorize the introduction of gold money side 
by side with silver money. The Governor-General, John 
Lawrence, was supported in this by the members of the 
council, R. Napier, H. B. Harrington, H. S. Name, C. G. 
Trevelyan, and W. Grey. 

The following are extracts from a memorial of the Cham- 
ber of Commerce of Bombay : 

“Showeth, that the monetary condition of India is in a 
most unsound and _ unsatisfactory condition, and that its 
exclusive silver currency is no longer adequate for the 
increased and increasing amount of commodities through its 
vast population; that the resources of India are only now 
beginning to be developed, and that its commerce and indus- 
try, now stimulated into healthy activity, are rapidly expanding 
in every direction ; that the inevitable decrease in the amount 
of our currency, therefore, just at a time when the amount of 
commodities to be circulated has so enormously increased, 
with a consequent violent disarrangement of prices, cannot 
fail to be most disastrous to India; that our exclusive silver 
standard renders our direct trade with Australia and other 
gold producing districts impossible, and forces a country with 
abundance of the more precious metal to traverse half the 
globe in search of silver before she can pay for her com- 
modities.” 

These several documents present, in a clear light, the 
inconveniences which result from the want of a common 
medium of exchange between different countries. Mr. Laing 
expressed a decided opinion on this point in introducing the 
Currency Act of 1861. He said that “ait seemed to him a 
pity to enact that for all time to come, in transactions 
between countries such as Australia and India, an Australian 
merchant should not be able to pay for a cargo of Indian 
rice without resorting to the roundabout and expensive pro- 
cess of sending his Australian gold to London, thence to 
France or Germany to buy silver, and finally send that sil- 
ver round the Cape to India.” 

In an excellent memoir addressed to the Governor-Gen- 
eral (Minute on a gold currency for India; Simla, June 20, 
circulating medium and commodities, upon which ratio the prices ultimately depend.’’ This 
article, and the book of Dr. Nassau Lees, Zhe Drain of Silver to the East and the Currency 


of India, demonstrate that there are no limits which may be safely assigned to the capacity for 
absorbing the precious metals possessed by a fertile country of 200 millions of people like India. 
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1864) Sir Charles Trevelyan correctly represents the advant- 
ages of a concurrent use of gold and silver. 

“Tf, by an alteration in the regulation of the Indian mints, 
gold were placed on the same footing as silver, the course of 
trade would be as follows: The pastoral and mining popula- 
tion of Australia is supplied with clothes and other necessa- 
ries of civilized life from England. The. proceeds of this 
trade would be invested in Australian gold and copper, and 
these would be sent direct to India to pay for cotton and 
other produce exported from India to England. The shipping 
would benefit as much as the mercantile interest. We should 
hear less of vessels coming out to India in ballast for the 
sake of the homeward freight. Some ships would make the 
triangular voyage; others would return to Australia with 
cargoes of sugar, rice, and other colonial produce. A regu- 
lated. process, the successive steps of which might be cer- 
tainly calculated upon, would be substituted for the present 
fitful and desultory trade, and all parties concerned would 
profit by the change.” 

Sir Charles Trevelyan, although at that time entertaining 
a general idea of the superiority of the single standard, 
remarks as follows : 

“As in the British Colonies, so in the United States and 
France, the alternative legal-tender caused no_ inconve- 
nience in reducing values, and the recent accession of gold 
did not affect in any perceptible manner prices, obligations, 
or interest of any kind whatever. It will be seen from 
‘papers describing the currency of Ceylon, which is an integral 
part of India, that Ceylon is considered to owe to its double 
standard its comparative immunity from this severe mone- 
tary crisis through which India has lately passed.” 

The documents to which Sir Charles refers are: first, a 
“memorandum by Mr. Pennifather, Auditor-General in Cey- 
lon.” We find in this document, that pursuant to Royal 
decrees of 1825 and 1857, British silver coin, and sovereigns, 
whether British or Australian, are a legal tender; each sov- 
ereign for twenty shillings or ten rupees. As proof of the 
potency of law in regulating monetary relations these differ- 
ent coins, although very unequal in intrinsic value, circulated 
side by side. The rupee containing 165 grains of silver was 
exchanged without preference for the English florin, which 
contained only 152.3 grains. In a letter of Mr. Moir, acting 
manager of the Oriental Bank, to the Governor-General of 
Ceylon, June 7, 1864, we read as follows: “A double stand- 
ard of currency, gold and silver, is thus in use in this colony, 
and notwithstanding the objections which have been urged 
against this system in theory, I believe that no practical 
inconvenience has been found to result from it. On the con- 
trary, Ceylon owes to the double standard its comparative 
immunity from the severe monetary crisis through which 
India has recently passed.” 
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We find it said also in a memorandum by P. S. Melville, 
Commissioner at Umritsur, “that the best informed mer- 
chants are in favor of the measure that gold should be legal 
tender equally with silver, at the option of the payer.” 

Among these monetary documents we also find a very 
remarkable memoir from a financial economist enjoying in 
India the highest authority. This memoir is_ entitled 
“Minute by His Excellency, Lieutenant-General Sir W. Mans- 
field, K.C.B.” Sir W. Mansfield is, in theory, a thorough 
going mono-metallist, nevertheless, he cannot shut his eyes to 
the evidence which proves the service rendered by bi-metal- 
lism. We quote from the document the following highly 
instructive passage. Speaking of France and the United 
States, he says; “ Their enormous wealth and trading power 
demand a great mass of metallic currency and reserves, and 
the demand is ever increasing with the progress of their 
development, the daily augmenting multiplicity of the 
engagements and obligations they have to meet. For, as 
the trade of a country and its capacity for production 
increase, so also does its demand for metallic reserves. The 
reserves of France, and of the United States, must, as a mat- 
ter of course, follow such a very simple and obvious rule, 
and we have evidence of it in the enormous gold coinage of 
both countries. The latter fact shows, besides, that their 
reserves are now held in gold instead of in silver, or part 
silver and part gold, as in former times. In these circum- 
stances, and in the fact of the increasing wealth of Great 
Britain, France, and the United States, we find a chief reason 
why the value of gold has been but little affected by the 
gold discoveries, and the extraordinary production of gold, 
which has taken place in recent years, as compared with 
times antecedent. 

“If, as was done in some other countries, gold had been 
artificially demonetized by France and the United States, 
subsequently to the gold discoveries, the result expected with 
much alarm, by some economists and Governments, would 
probably have ensued. It is certain that, according to the 
amount now producible in the known mines, silver could not 
have continued to supply the currency and reserves of these 
countries, amid their great development, without an extraor- 
dinary rise in its value, as compared with gold and other 
commodities. Had, then, those countries been as ill-advised 
as some others, it is really true that silver might possibly have 
taken the place of gold, and all loans and _ obligations, 
including public debts, nominally payable in silver, would, in 
such case, have been doubled, perhaps trebled in value. 

“It perhaps may be said, then, that the course pursued by 
France and the United States, and by England, in the mat- 
ter of metallic currency, has saved the world from a great 
revolution in the relative value of the precious metals, and 
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from the evils which could not fail to have followed from 
such a revolution. On the other hand, the conduct of other 
governments which acted under feelings of alarm, and from 
incapacity to grasp the reality of what they were about, was 
exactly calculated to cause the disaster, which was the object 
of their fears. In the countries under such other governments 
the fact was overlooked, that to demonetize gold, which had 
hitherto been used in aid of a silver currency, was to add to 
the effects of the change caused by the gold discoveries ; in the 
absence of compensating foreign causes, to degrade the value 
of gold by arbitrarily reducing the demand for it, which had 
hitherto had the sanction of law and custom; to deprive it 
of the principal functions, on account of which heretofore it 
had been largely produced, viz., the functions of currency 
and deposit, of forming part of the National reserves, 
whether in the public exchequer or in individual hoards. 
Thus was gold reduced in those countries hastily and arbi- 
trarily to the rank of a mere commodity of trade and manu- 
facture, instead of being permitted to be the agent of vast 
operations involved in the character of being a legalized 
representative of value. 

“In addition, therefore, to the mines discovered in Califor- 
nia and Australia, gold mines were artificially created by the 
inconsiderate conduct of the Governments alluded to. To the 
best of their ability, these governments poured forth on the 
world the gold hitherto absorbed in their metallic currencies, 
or condemned it to idleness, when they degraded it from 
use in their domestic exchange. That took place which has 
been stated certain to occur in the absence of disturbing 
causes. Gold was relatively cheapened as regards silver, its 
price being determined by the artificial value communicated 
to the latter. For the value of silver could not but be pro- 
portionally raised, with regard to the amount of that metal 
existing and annually produced in the world being called on 
to perform the great function of money, or of representative 
of value, which had hitherto been divided between silver and 
gold. The consequence was, that in all the countries adopt- 
ing this course, a positive injury was done to the community 
generally, and to all debtors, because the repayment of obli- 
gations, from the date of the legality of the gold tender being 
denied, had to take place in silver, the value of which had 
been thus artificially and arbitrarily raised, that being subse- 
quent to the date on which the contract of the obligations 
had been made. This injury was to the detriment of the 
State in its character of debtor, as it was to all other 
debtors. 

“Tt was a successful speculation in favor of the fund-holder, 
and of all creditors. It was also a successful speculation in 
favor of all those who happened to possess hoards of silver 
metal, while it was the contrary to the holders of gold, it 
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being understood that disturbing causes of the counter oper- 
ations of wiser governments are put on one side, while the 
question and its conditions are stated with purity and abso- 
luteness. Under such circumstances, there is small room for 
surprise that silver should rise five per cent. in value, which 
may be fairly attributed to the conduct just illustrated, and 
not to the new production of gold. We can only be thank- 
ful that it did not rise still more, a circumstance which, as 
above shown, can only be accounted for by the wise conduct 
of the three most wealthy and actively-producing communi- 
ties in the world, those of France, the United States, and 
Great Britain, and by the fortunate era of peaceful progress, 
and of national development, in which that conduct took 
place. The progress and the development of these countries 
were sufficient to prevent any but slender changes in nomi- 
nal value, on account of the increased production of gold, 
and their conduct was almost able to obstruct the mischiev- 
ous regulations of other governments, which tended directly 
to raise the value of every debt, public and private. 

“We cannot then resist the conclusion, that the conduct of 
the governments of Holland, Belgium, and India, in this 
matter, which has been mentioned in terms of commenda- 
tion, as being an useful experience, by a great authority 
(the late Mr. Wilson*), it being called by him an act of 
great caution, was in fact one of inconceivable rashness.” 

It would be difficult to present in a stronger light the 
absurdity of the decisions under which certain governments, 
like that of Holland and Belgium fourteen years ago, and of 
Germany six years ago, determined to sell the metal which 
had fallen in value, and to buy, at whatever cost, the metal 
which had risen in value, thus, by their own act, producing 
the very crisis which they dreaded. 

In conclusion, Sir W. Mansfield proposed to adopt the 
French double-standard system, at the same time coining 
gold sovereigns to which the law should assign a value, 
equivalent to 10.4 rupees. 

In consequence of the pressing urgency of the Indian Gov- 
ernment, the Secretary of State for India, Sir Charles Wood, 
authorized the Governor in council, to give notice that the 
sovereign would be received by the government as the equiv- 
alent of ten rupees. Inasmuch as the rupee was already 
worth 10.5 rupees to the sovereign, this measure had scarcely 
any practical effect; and it became entirely nugatory when 
silver gradually recovered its normal value of 10.61 per sov- 
ereign. 

The ratio of one to fifteen, which was admitted in India, 
put too low a valuation on gold, but if the ratio of 1 to 15% 
were to be now adopted there, there is reason to hope that 
gold would enter into the circulation. The just remark of 


*James Wilson, first Finance Minister of India, and founder of the Zconomist.—( Trans.) 
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Sir Charles Trevelyan would be here applicable. It is pre- 
cisely when gold cannot immediately enter into use, that it 
can be made a legal tender without doing injury to the 
rights of creditors. ‘ The object is not to make a revolution 
and breach of faith by.a sudden flood of gold, but to pro- 
vide for the future, as the first Napoleon did, half a century 
before the discovery of the California gold fields.” 

The Council for India, in London, has, I am credibly 
informed, a majority favorable to bi-metallism. This is also 
indicated by a very interesting pamphlet lately published by 
Mr. W. T. Thornton, Secretary of the Council, under the 
title of “ The Indian Side of the Silver Question; four letters to 
Sir Louis Mallet, 1877.” 

From these monetary documents relating to the currency 
of India, the following conclusions are to be drawn : 

(1.) That trade between India and England is embarrassed 
wherever there is either a rise or fall in the price of silver, * 
and that this mischief would be immensely aggravated if it 
had not the double-standard systems of France and _ the 
United States to modify it. 

(2.) That in the opinion of the most competent advisers 
in India, the only remedy is the simultaneous circulation 
(on equal terms) of the two metals. 

(3.) That in 1862-64, bi-metallism saved Ceylon from the 
crisis which overtook India.—I remain, dear sir, truly yours, 

EMILE DE LAVELEYE. 


WHAT GERMANY PAYS FOR THE GOLD STANDARD. 


We find in the Moniteur des Intéréts Matérials of Brussels, 
of October 20th, the following extracts from a letter 
addressed by Professor de Laveleye to M. Paul Leroy 
Beaulieu, editor of the Zconomiste Francais, with whom he has 
lately carried on a discussion of the bi-metallic question. 

“T earnestly invite mono-metallists to consider the results 
attained by Germany. She determined, like England, to have 
the single gold standard, without reflecting that London is the 
centre to which flow the precious metals of all the world; 
and that, in spite of this fact, the Bank of England cannot 
protect its metallic reserve without a frequent resort to rais- 
ing the rate of discount. Germany, to begin with, has lost 
about forty millions of francs in the sale of its surplus silver. 
It has coined about 420 millions of silver marks, and at the 
same time, by means of forced sales, has caused a decline in 
the value of this silver coinage of at least ten per cent., 
thereby losing another fifty millions of francs. (See the 

* Mr. Stephen Williamson, in one of his publications on the Silver Question, mentions the 


heavy losses which Liverpool merchants recently sustained in ccpper, bought in Chili when sil- 
ver was at its lowest point, and paid for after the rapid rise which ensued.—( 7rans.) 
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recent pamphlet of M. Ottomar Haupt, Die Stellung der 
Scheidemunze im deutchen munz-system.) Ninety millions of francs 
is, therefore, the sum which Germany has paid to indulge 
the theories of N. Soetbeer. But that is by no means all. 
The German gold pieces are drawn by the ceaseless force 
of attraction towards the crucibles of the mints of Paris, of 
London, and especially of Brussels. Many millions have 
already reached these melting pots. To prevent others fol- 
lowing the same road, the Bank of Berlin (Imperial Bank 
of Germany ) is obliged to keep its rate of discount, in gen- 
eral, at two per cent. above that of London, Brussels, 
Amsterdam, and Paris. With a double standard, and the right 
to disburse silver, there would be nothing to prevent Berlin 
from putting its rate on a level with that of other Western 
cities. The industry and commerce of Germany have, there- 
fore, to pay two per cent. more for their capital than their 
competitors. 

“T leave to M. Ottomar Haupt the trouble of calculating 
what the gold standard annually costs Germany. It is a 
tithe paid to the bankers. Accordingly we find that pro- 
ducers and merchants are béginning to think that they are 
paying too much for a theory. The newspapers and Cham- 
bers of Commerce ‘are already uttering their protests. To 
the suffering which Germany is thus imposing on herself, are 
to be added the losses which she has inflicted on her neigh- 
bors. As Mr. Dana Horton has well expressed it (The Mon- 
etary Situation, 1878), money is international, “an institution 
not of one nation, but of the world.’”’ Whatever is done by 
one nation finds its counterpart in others. Germany has 
caused a loss to England of seventy-five millions of francs, 
merely in the Treasury bills drawn on Calcutta, not to speak 
of the still greater sums which individuals and merchants 
have lost besides. It has forced the Latin Union to close its 
mints. It has caused all silver-producing countries to lose 
from ten to fifteen per cent. on their production. It has thus 
brought confusion into the monetary circulation of the whole 
world, and has itself suffered more than anybody; such are 
the incontestable fruits of the mono-metallic experiment. Asa 
compensation, it is true that it has gained this advantage of 
having the military chest in the citadel of Spandau to-day 
filled with gold, and no longer with the inferior metal—sil- 
ver, 

“To reduce the stock of money is to reduce prices, and to 
reduce prices is to impose a loss on all those who have mer- 
chandise to sell. It is, therefore, to arrest the spirit of 
enterprise in industry and commerce on the very threshold. 
To steadily and insensibly increase the metallic stock, is, 
as you have justly said, the economic ideal, and this is 
exactly what is done by the united production of the two 
metals ” 
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M. de Laveleye communicates to the Moniteur the following 
additional observations: “Here are some facts in support of 
what precedes. From 1874 to 1877, the Brussels mint has 
made use of German gold marks to the extent of 69,748,000 
francs, and in addition an amount of 64,566,000 francs in 
ingots, nine-tenths fine, probably derived from the same 
source.* 

“During nearly the whole of 1877, the exchanges have been 
so unfavorable to Berlin, that it has been profitable to draw 
gold from that market. We can judge, therefore, how much 
must have flowed out of it. In a single article of the Zcono- 
miste Frangais, the organ of the bi-metallic party,t I find 
numerous proofs of the vices of the system. (See the AJoney 
Market, September 23, 1878.) At the end of August of this 
year, there was a new outflow of gold from Germany. In 
order to check it, “the Imperial Bank was obliged to raise 
its rate from four to five per cent., although at that time, 
the rate in the open market did not exceed three per cent. 

“Thus, the protection of the gold reserve is costing two 
per cent. to the commerce and industry of Germany. 

“In Belgium, sterling exchange is worth 25-31,{ but if it 
even touched the figures at which it would be profitable to 
export gold, the operation would not involve any consider- 
able amounts, as the National Bank would refuse to pay out 
gold for export, and offer silver.” Thus, with the two stand- 
ards, the metallic reserve is more perfectly protected than 
with gold only. 

“London and Berlin, mono-metallic centres, are disputing 
with each other the possession of gold by successive raising 
of the discount rate, while the bi-metallic Bank of France 
has maintained its discount rate imperturbably at two per 
cent, since April 5, 1877. It sells to London, at one-half per 
cent. premium, the German marks which a favorable state of 
the exchanges has brought to it from Berlin. We could not 
ask for a more instructive picture, and yet it portrays the 
financial facts of only a few weeks time. Ceaseless anxiety 
with respect to its metallic reserve; restless inquiries as to 
the vessels arriving from Australia, to see whether they bring 
a little gold; raising the discount rate if America or Asia 
call for a small portion of this insufficient specie, such is the 
life to which the mono-metallic party desires to subject all 
Europe, and—to gain what practical advantage? That is a 
point which none of them has ever yet made intelligible.” 

*English gold is eleven-twelfths fine, while German gold is only nine-tenths, and as France 
has been a creditor country, and, therefore, not exporting gold, the bullion spoken of by Pro- 
fessor de Laveleye, may fairly be assumed to have come from Germany.—( 7rans.) 

+ This should be the mono-metallic party, M. Leroy Beaulieu, the editor, being a leading 
French mono-metallist.—( 7vams.) 


{The par of exchange is 25.22%, that is, 25 francs 22% centimes to the pound sterling. 
=f Trans.) 
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RESUMPTION—ITS DIFFICULTIES AND DANGERS. 


The recent elections seem to indicate that the Greenback 
movement has reached its culmination, and that henceforth 
it must decline, and we trust, entirely disappear. If this 
should be the case, it will be fortunate for the country, and 
also for many ambitious men, for it will relieve them of the 
necessity of trying to face both ways. If it should be 
generally believed that the Greenback movement has spent 
its force, and that hereafter it will be no great factor in 
politics, we may hope to have more pronounced and rational 
views on the question of resumption. If I read the signs 
of the times correctly, they indicate that the majority of the 
people of this country desire resumption of specie payments, 
and look to those who are in power to bring it about, and 
that hereafter there shall be such a system of finance as will 
make it possible to have specie payments permanently. No 
half-way measures will do; Congress should repeal those laws 
which impede the work, and the Secretary of the Treasury 
should show that he is determined to do all within his 
power to make resumption a complete and permanent suc- 
cess. Failure there must not, and need not, be. Resumption 
is not only possible, but easy and sure if we only do what 
should be done. If we will we can make failure impossible. 
What is now most needed is a clear comprehension on the 
part of Congress and the Secretary of the Treasury, as to 
what resumption by Government is, with such a desire for 
its accomplishment as will lead Congress to give us the 
necessary legislation. 

Specie payments can be maintained by the exercise of a little 
common sense, if accompanied by financial and political in- 
tegrity—not otherwise. As yet it does not appear that 
these qualities dominate where they are the most needed, if 
this country is ever to have a sound currency. A review of 
the resumption laws and silver legislation will, I think, pre- 
sent clearly before us the course which we should pursue. 

It seems to be considered unpatriotic to doubt the ability 
of the Government to maintain specie payments under the 
plan proposed. However unpopular it may be, I venture the 
assertion that it is not possible, and I cannot have much 
respect for the financial opinions of any one who shall assert 
to the contrary. 

As the law now stands, resumption must begin January 
Ist, 1879. The law also provides that the legal-tender notes 
shall not be retired below 346 millions of dollars. If the 
notes are presented below this amount, they must be paid 
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out again, and the minimum of 346 millions maintained. 
With the channels of trade filled to repletion with paper 
money, how is gold to find a place and be able to keep it? 
If gold is put into circulation, and the legal-tender notes 
are kept in use, we shall have a positive expansion of the 
circulating medium which must be followed by a general 
rise in prices, a falling off of exports, and an increase of 
imports to such an extent as will require gold in settlement 
of the balance of trade. This would continue until such 
‘an amount of gold had left the country as would contract 
the volume of our currency to such an extent as to check 
the rise in prices and stop the outflow of gold. But, unfor- 
tunately, when this point shall have been reached, most of 
our gold will have left us, and we shall not have enough 
remaining with which to maintain specie payments, and we 
shall again have an irredeemable paper money. But if the 
legal-tender notes are destroyed as fast as redeemed, the 
coin will take the place of those retired. It will become a 
permanent part of the circulating medium, and thus main- 
tain the volume of currency, and at the same time prevent 
a general rise in prices; or, at least, such a rise in prices as 
would not be the result of business improvement. 

One might as well take a barrel filled with water and try 
to pour into it a barrel of oil, and expect both the water 
and the oil to remain and occupy a space only large enough 
for one, as to suppose that specie payments can be perma- 
nently maintained under the present law, or under Secretary 
Sherman’s idea of resumption. In the one case the oil 
would be lost, and in the other the gold. Specie payments 
can be maintained only by substituting gold for the legal- 
tender notes. It will not do to meet this view with the charge 
that the writer is opposed to resumption, or that he is 
raising a dangerous discussion. 

The next thing for consideration in this connection is 
the silver legislation. As the law now is, silver can be 
coined only for the Government, and such profit as 
there may be in the transaction goes to it. If the 
amount coined should not exceed that which could be used 
in the place of the one and two-dollar notes, it might be 
made to assist greatly in the work of resumption, but if 
coined in excess of this amount the tendency must be to 
make silver the money of the country to the exclusion of 
gold. If the law which compels the present monthly coinage 
of silver is not repealed, it will ultimately produce precisely 
the same results as would flow from free coinage. It is 
merely a question of time for the causes which now exist 
to produce this result. With or without free coinage the 
country must (if the law is not repealed) come to a single 
standard of silver. Not long after resumption gold would 
begin to leave the country, and not cease in its flight until 
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the amount held by the Government has been exhausted, 
though it would undoubtedly take some time—possibly two 
or three years—to accomplish that result. Then, the legal- 
tender notes would be redeemable in silver, and would 
necessarily sink in their purchasing power to the value of 
the silver in which they would be redeemable. This would 
somewhat enlarge the amount of currency which would be 
needed to maintain existing prices; but as there would be 
nearly, if not quite enough, paper money for this purpose, 
there would be little or no need of the silver coin, though 
it would, of course, be forced into circulation, and thus 
forcibly expand the circulating medium and inaugurate a 
general rise in prices. This rise in prices must continue 
until a point is reached where silver would, in its turn, 
purchase more elsewhere. It would then begin to leave the 
country, and continue to do so until the amount remaining 
would be so small as to form but a narrow basis for specie 
payment. Ultimately there would be a suspension of specie 
payments even in silver, and the country would again have 
an irredeemable paper currency, and be obliged once more 
to pass through a sea of trouble. 

The last, and by far the most dangerous, proposition to 
be considered is the withdrawal of the bank notes, and the 
substitution of legal-tenders therefor, which Mr. Sherman 
says he should favor in preference to the retirement of the 
legal-tender notes. If this plan should prevail, and it now 
seems not improbable, we shall have the currency of the 
country entirely of Government legal-tender notes, redeem- 
able in nothing, for it will not be possible for the Govern- 
ment to keep the coin necessary to maintain specie payment 
—at least not under existing laws. In the meantime we 
shall have passed through a period of business activity 
and of rising prices, until the currency of the land shall 
have found full employment, when we shall again witness a 
tight money market, and, having cut ourselves loose from 
the world’s supply, we shall have no source from which to 
draw. We shall then be thrown entirely upon our own 
financial resources, the result of which must be that a panic 
will ensue, or the Government must issue more currency to 
relieve the pressure. Can we doubt the result? Would 
Congress resist the great pressure which would be brought 
on every side for more currency to avert the impending 
danger? If Congress should resist, a panic would follow, 
and once more the country would pay the penalty of folly 
and ignorance. But Congress would not resist the demand ; 
more currency would be issued, and the danger would seem 
to pass away, business would go on, and prices would again 
advance, to be followed by another stringent money market, 
and the country would again be on the verge of a panic. 
Then we should have more currency; still higher prices; 
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again distress, and more currency, but the trouble would 
not pass away; there would be loss of confidence and dis- 
trust on every hand; a panic would surely come to arrest 
the folly and punish the country for the violation of well- 
known laws, and through general bankruptcy the country 
would come to a metallic currency, for there would be no 
other left which would have any value. Perhaps then we 
shall learn wisdom; but why purchase it at such fearful 
cost ? 

I may be asked how this can be averted? The answer is 
a simple one: Repeal the silver legislation of last winter, 
and limit the coinage of silver to the amount which will 
be needed to replace the one and two-dollar notes. While I 
believe that silver should be coined equally with gold by 
every nation, I cannot consider it wise for this country to 
take such an important step until other nations are ready to 
join hands with us. 

Second. Pass a law compelling the Secretary of the Treas. 
ury to destroy the legal-tender notes as fast as they are 
redeemed, and to continue the redemption and destruction 
of them until the last one has disappeared. If this course 
should be pursued, failure of resumption would be impos- 
sible, and in three or four years all of the legal-tender notes 
would be out of the way, and the country would have a 
broad and solid foundation of coin on which the finances of 
the nation would safely rest. This would not cause any dis- 
turbance to business; but, on the contrary, it would restore 
confidence, and the country would enter upon an era of un- 
equaled prosperity. Shall we grasp at the shadow and lose 
the substance, or will we be wise enough to secure the prize? 


Grorce A. BuT Ler. 
New HAveEN, Conn., November, 1878. 


nee 


THE CALL made by the Treasury Department, November 16th, for 
$5,000,000 of the 5-20 bonds, was the first made since September 16. 
There was thus a substantial suspension for two months of the sale 
of the four-per-cent. bonds. For a part of that time, there was a 
pretty high premium on gold, which may account for the suspension, 
but the general explanation of it must be found in the increased 
rates of interest among bankers, since a money stringency has been 
caused in London by the Bank of England, and in the increased 
amounts of U. S. bonds sent from Europe to this country for sale. 
There is no reason to suppose that the capacity of our markets to 
absorb four-per-cent. bonds, has undergone any diminution, or that 
it will undergo any at present. Capital in the United States is accu- 
mulating rapidly, and there are as yet no great demands for it, either 
in railroads, or other public works, or in new industrial enterprises. 
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THE EUROPEAN SITUATION ON THE SILVER 
QUESTION. 


[FROM A FORTHCOMING VOLUME BY MR. GEO. My WESTON. ] 
THE INTERNATIONAL MONETARY CONFERENCE OF AUGUST, 1878. 


The conference at Paris had no other result than the 
adoption, without dissent, of a resolution, declaring in general 
terms that the interests of the world require that the posi- 
tion of silver, as one of the two metallic moneys, should be 
maintained. All accounts agree that the tone of the confer- 
ence was in that particular materially different from the tone 
of the Paris conference of 1867. The events of the eleven 
years intervening between the two dates, have certainly been 
of a character to impair confidence in the project of a uni- 
versal single standard of gold. The production of that metal 
is one-third less than it was during the five years of its 
greatest yield, ending with 1856, and twelve per cent. less 
than it was in 1867, and shows no signs of increasing again. 
In the meantime, the requirements for metallic money are 
constantly advancing, and in a year like 1878 of a general 
and marked fall in prices, the project of a universal aban- 
donment of the monetary use of either gold or silver, would 
naturally excite more resistance than in 1867. And there 
was still another and perhaps quite as important a circum- 
stance, in which the last conference differed from the first. 

In 1867, the weight of the United States was thrown on 
the side of a gold standard, by its delegate, Mr. Ruggles, 
and still more by the presence in Paris and active co-opera- 
tion of the then chairman of the Finance Committee of the 
United States Senate, Mr. Sherman. In 1878, the weight of 
the United States was thrown on the side of the double 
standard, by a thoroughly informed and able commission, 
which faithfully represented the National will as expressed 
in the law of February 28, 1878. 

But the recent conference adopted no plan of the free 
coinage of silver by an international arrangement, and upon 
any agreed relation of value to gold, and the probability of 
such an arrangement in the future with the nations of 
Europe is quite as obscure as it was before the conference 
assembled. [ See WVote.] 

The nation in Europe whose action is far more important 
than any other is France. It is one of the principal com- 
mercial nations, is specie-paying, and has a much larger 

Nore.—It is not improbable that the next international monetary conference may be held at 


San Francisco, which would be a convenient point for assembling representatives from Mexico, 
the Central American States, the silver-producing States of South America, and Asia. 
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metallic circulation than any country in the world. The 
French Minister of Finance, M. Leon Say, who is a sincere 
and steady supporter of the double standard, said in the con- 
ference that France intended to adhere to that standard, but 
could not resume the free coinage of silver until Germany 
had completed its silver sales. As the silver of Germany 
still to be disposed of is not estimated at more than 
$75,000,000, and will probably be reduced by the use of a 
portion of it in an increase of the German subsidiary coin- 
age, it is difficult to believe that the French mints would be 
kept closed to silver on account of it. If France took the 
“entire $75,000,000 in exchange for gold, it would only draw 
from France $65,000,000 or $70,000,000 of that metal, which 
is about one-eighth of the French stock. Some allowance 
ought to be made, undoubtedly, for the natural repugnance 
of Frenchmen to do anything, however harmless, or even 
useful to themselves, which would facilitate any German 
operation whatever. But, after all, it would seem that the 
real cause for the temporizing attitude of M. Say must be 
looked for in some other circumstance than the comparatively 
trivial one, to the suggestion of which he felt constrained to 
confine himself. No fact is known at this distance which can 
be this real cause, unless it is the existence of a_ gold- 
standard party in Paris, which is still strenuous and active. 
The concentration of banking and moneyed wealth at the 
French capital, has become in recent times second only and 
very little inferior to what is found in London itself. It 
would be irresistible if it was united in favor of gold. But 
there is no such unity. The Bank of France and the present 
French Baron Rothschild, at any rate, are unyielding in their 
adherence to the double standard. 

Nothing is more likely than that the French policy on 
this question may continue a temporizing and expectant 
policy for several and even many years. Any immediate 
possibility of a gold standard for France was lost, when Ger- 
many got the first possession of that ground, by taking 
advantage of an extraordinary success in war, and of an 
enormous fine levied upon a conquered enemy, to decree a 
gold standard in 1871. The French silver coins, amounting, 
as M. Say estimated in August, to $ 469,000,000, cannot be 
demonetized, because the gold can nowhere be found to sup- 
ply their place, and because France cannot submit to a 
shrinkage of two-fifths, or more nearly perhaps one-half of 
her metallic circulation. Undoubtedly there is room for the 
extension in that country of the use of checks and clearing 
houses, and of the practice of making deposits in banks, by 
which it could part with a good deal of coin without 
reducing prices, but changes of that kind in National habits 
are not rapid. 

But if France cannot demonetize its silver coins, it can, 
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for an indefinite period, refuse to strike any more. That 
policy, so far as it affects others, makes no demand on the 
markets of the world for gold, and tends to sustain the 
value of silver relatively to gold, to the extent, which is 
large, of the employment which it gives to silver in the 
French circulation. 

In the specie-paying part of Europe, which is about one- 
half of it, the only debatable ground besides France, so far 
as this question is concerned, is Holland and Belgium. The 
gold-standard party is said to be rather gaining in both of 
them. 

The influences which really control the actions of the gov- 
ernments of Europe, are hopelessly obscure at this distance 
from it. The information to be derived about it from news- 
papers and books is of doubtful value, and often absolutely 
misleading. There would be some basis for forecasting the 
policy of those governments, if it always conformed to the 
interests of the governed, which is by no means the case. 

But this much is certainly true of the specie-paying half 
of Europe, that the gold party has actually controlled the 
legislation of England, Germany, and the Scandinavian 
States, and is strong and active in the remaining States, 
although its final success in France, the most important of 
them, must at any rate be a very remote event. 

On that view of the European situation, the interest of the 
United States becomes so plain that he who runs may read. 
The double standard established by the wisdom of the fathers, 
will have demonstrated its adaptation to all emergencies, if 
we will only give it free play in the present most exigent 
emergency. It will give us practically, so far as the coin 
portion of our currency is concerned, an absolutely exclusive 
silver currency, and thus save property and industry from 
the ruin inflicted upon them by the enormous enhancement 
of the value of gold which has resulted from European 
policies, and from the surreptitious and now repudiated 
American legislation of 1873-4. Theoretical and abstract dis- 
cussions upon comparatively unimportant aspects of the 
question of the standards become an unendurable imperti- 
nence, in presence of the plain fact that to attempt to make 
the small existing quantity of gold the sole metallic currency, 
at one and the same time, of Europe and the United States, 
must be fatal to labor and to every form of human posses- 
sions, excepting only money. The fanciful, or at best, trivial 
advantage of a concurrent circulation of the metals, weighs 
for nothing in the present circumstances, when it is only pos- 
sible upon the condition that silver is forced up artificially, 
by a limitation of its coinage, to a ruinously high value 
which has been artificially given to gold. 

The time has come for America to estimate its position, 
not according to old and traditional opinions, but according 


+9 
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to facts which exist, or are so near that they can be seen 
and anticipated. Europe was the source, but it is now by 
no means the exclusive seat of modern, civilization. In fact, 
if we leave out of view those portions of it which would be 
commonly regarded in England and France as only semi- 
civilized, we should have left an area far less than that por- 
tion of the United States in which the arts are quite as much 
advanced and diffused, and the general standard of civiliza- 
tion is quite as high, as in the best developed and most cul- 
tivated regions of Europe. Our population and wealth are 
less, but how much longer will they remain so? 

Nobody in America underrates the inestimable legacy of 
law, literature, and science, which the New World has 
received from the Old, but we have inherited nothing from 
the present inhabitants of Europe. We have inherited what 
is priceless and beyond computation, jointly with them and 
from the same ancestors. We are neither their children, nor 
their younger brothers, but of the same generation, and as 
near as they to the sources of the common stock. It is not 
our merit, but our good fortune, that we possess a continent 
which is wider, and incomparably more abounding in the 
elements of natural wealth. If it is really necessary that the 
commerce of the world should be subject to any domination, 
it is quite apparent that the geographically natural seat of 
this domination is not Europe, but America which fronts 
both the great oceans. 

While the situation does not justify an American opposi- 
tion to a new system of metallic money, merely because it 
originated in Europe, it does justify the inquiries whether it 
did not originate in interests peculiar to Europe, and whether 
it is in harmony with our peculiar interests. We are, already, 
the largest producers of silver in the world, and we possess 
it in our mountains, awaiting the hand of labor, to an extent 
which is beyond estimation. Europe produces substantially 
none. Our most natural and promising relations of commerce 
are with those nations which use silver, or both use and pro- 
duce it. Of the total exports of our next neighbor on the 
South, silver is fully three-fourths. It is quite plain that if 
the United States is a better market for silver than Europe, 
it will have by so much an advantage over Europe in trade 
with countries in which that metal is largely mined. And it 
is also plain, in respect to countries which use silver but do 
not produce it, that, inasmuch, as they are nearly all of them 
what are called non-commercial countries, it will be an 
advantage for the United States to have silver always in 
ample stock, for the purposes of trade with them, and that is 
only possible upon the condition that the United States 
retains silver in its monetary circulation. 

The opinion is held by many persons in Europe, that even 
as between commercial nations, a difference in the material 
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of their money metals is an obstruction to trade. M. Cer- 
nuschi crossed the ocean to persuade us of the soundness of 
that view, and that if the money of Europe was to be gold, 
we could not, without grievous injury, adopt silver, or adopt 
the double standard, which, at the present market relation of 
the metals, would plainly cause our actual metallic money 
to consist of silver. America does not at all accept this new 
doctrine, or believe that it has any merit whatever. But if 
it is a sound doctrine, it is a two-edged sword. It can be no 
more true, that America must abandon silver because Europe 
chooses to use gold, than that Europe must abandon gold 
because America chooses to use silver. The trade between 
the two continents is quite as important to Europe as it is 
to America, and if it was abandoned altogether, it is not 
America which would be the greatest sufferer. America 
exports little to Europe except staple articles of prime neces- 
sity, and is looking forward to the time when these articles 
will be used at home, instead of being exported anywhere. 


THE NEW YORK STATE LAW AS TO LEGAL TENDER. 


In a recent conversation with a representative of the New 
York press, Mr. B. B. Sherman, President of the Mechanics’ 
National Bank, is reported to have said that “the banks of 
this city could not support a silver policy of the Govern- 
ment when their own State Government had established 
only gold as a legal tender.” 

He also said: “I know that there is a clause in the act 
that might be tortured into legalizing silver, but when the 
law was passed it was intended to establish a gold standard 
with silver only as a subsidiary coin.” 

Mr. Sherman refers to the law of 1875, so often quoted, 
which provides, in the first section, in respect to taxes, that 
they shall be paid in gold, or notes convertible into gold; 
and in the second section, in respect to obligations made or 
implied in dollars after January 1, 1879, that they shall be 
paid in U. S. coins. It is said in some quarters, that it is 
merely a clerical error that the word “gold” was omitted 
before the word “coins” in the second section, and the 
intimation is, as we understand it, that the omitted word 
“gold” may be supplied by judicial construction. It is said 
in other quarters, that as the coinage of silver was prohibited 
when the law of 1875 was passed, those who passed it must 
be assumed to have contemplated only gold coins. 

The demand is now made that the Legislature of New 
York shall, at its approaching session, remove all doubts, and 
make the law of 1875 what it is claimed it was intended to 
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be, a law excluding any other metal than gold as a legal 
tender. 

This demand is made upon the view that while the States 
cannot make anything except gold and silver a tender, they 
may make either of them a tender to the exclusion of the 
other. 

We do not understand it to be claimed that the rights of 
New York are any greater than those of other States, and 
therefore it would not be denied that if New York can 
establish an exclusively gold standard, other States may, if 
they choose, establish an exclusively silver standard. 


FRENCH METALLIC MONEY. 


On the evening of the 14th of August, by order of the 
French Finance Minister, the 19,511 agents of the Treasury 
of all kinds who receive or hold money, made a count of 
all the five-franc silver pieces, and of all the twenty-franc 
and ten-franc gold pieces in their possession. 2,222,965 
pieces of money were counted in all, of the value of 22,945,770 
francs. So far as the nationality of these coins was con- 
cerned, the count showed that of the twenty-franc gold 
pieces, 15% per cent. were foreign, of the ten-franc gold 
pieces two per cent., and of the five-franc silver pieces thirty- 
two per cent. It showed also, what was not expected, that 
of the foreign five-franc silver pieces, about as many were 
Belgian as Italian. 

We see it stated in many financial journals, including the 
Paris correspondence of the London LZconomist, that the object 
of the Finance Minister was to ascertain the proportion of 
foreign coins in circulation. Doubtless, that was one of his 
objects, but that he had other objects is apparent from his 
orders that the dates of all the French coins should be 
noted and a return made of them. Many calculators under- 
take to predicate estimates of outstanding coins, upon infor- 
mation of the dates of considerable numbers of them. This 
method of reasoning may be illustrated by supposing that 
the coinages in 1825 and 1850 of twenty-franc gold pieces 
were equal, but that there is found in a large number got 
together from miscellaneous channels in 1878, a certain excess 
of twenty-franc gold pieces of the coinage of 1850, as com- 
pared with similar pieces of the coinage of 1825. From the 
magnitude of such excess, it is attempted to deduce some 
rule as to the rate per annum at which coins disappear by 
loss, export, or melting. Mr. Jevons indulges in some reason- 
ings of that kind, in attempting to fix the number of gold 
sovereigns actually existing in the circulation of Great 
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Britain. Such methods of calculation are worth something, 
but many circumstances will suggest themselves, inconsistent 
with any theory of uniformity, year by year, in the rate of 
the disappearance of coins, and in particular, that the export 
of coins depends upon that very fluctuating thing, the bal- 
ance of trade. 

On the basis of the returns of the 14th of August, a 
writer in L’Lconomiste Frangais, of November 2, figures out 
the present existence in France of the following amounts of 
coins: 


Francs, 
Gold coins. 5,000, 000,000 
Five-franc silver pieces, being full tender.... + +++2) 880,000, 000 
Subsidiary silver coins 120,000,000 


8,000,000, 000 


We give this estimate, sixty per cent. beyond the common 
one, as to the total metallic money, for what it is worth. 
There never was any possibility of exact accuracy, from the 
nature of such cases, but the incredulity of mankind has 
been greatly increased by the enormous excess of German 
silver, beyond any estimate which was made when the work 
of withdrawing it and substituting gold was first undertaken. 

The French Finance Minister (M. Leon Say) was in pos- 
session of these returns of August 14, when he stated at the 
late International Monetary Conference that the full-tender 
silver coin in France was two and a half milliards of francs, 
or $ 469,000,000, the common previous estimate having been 
about $ 400,000,000. It does not appear whether M. Say’s 
increase of estimate was based upon the large proportion 
of foreign silver coin found to be in circulation, or upon 
some other fact developed by the returns. 

Taking all the coins together, French and foreign, reported 
in August, the proportion of silver was 26% per cent., and 
of gold 73% per cent. The proportions in the cash reserve 
of the Bank of France, on the 25th of last July, were quite 
different, being 1,182 millions of gold and 982 millions of 
silver, or a proportion of gold to silver of six to five. Or, 
to make another comparison, the value of the twenty-franc 
gold pieces in the August returns, is to that of the five- 
franc silver pieces in the same returns, in the proportion of 
fifty-nine to twenty-six, or rather more than double, whereas 
in the vaults of the Bank of France, the value in five-franc 
silver pieces is greater than the value in twenty-franc gold 
pieces. The explanation is, that the silver piece, being the 
heaviest, sinks to the bottom, to quote the expression of the 
writer in Z’ Economiste, or as he explains it, is found most 
abundantly in permanent reserves, whereas the August returns 
were of the coins floating on the top, or in the most active 
circulation, 
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THE. MINT REPORT. 


The annual report of the mint, just made, states the total 
purchases of silver for the purpose of coinage into the silver 
dollar, during the seven months ending September 30, at 
17,925,904 ounces of fine silver, at an average cost of 117,47 
cents per ounce, and at a total cost of $21,057,369. This sil- 
ver will coin into 23,176,665 dollars, leaving a profit to the 
Government of $2,119,296, less the cost of coinage, which 
would reduce the profit a little below two millions. The 
profit upon the earlier purchases was less than it is at 
present, as silver has considerably declined since last Febru- 
ary. 

"The report contains, as usual, an estimate of the gold and 
silver production of the United States, for the fiscal year 
ending on the 3oth of last June. The estimates of Wells, 
Fargo & Co. cover calendar years. The mint estimate is as 


follows: 
Gold. Silver. Total. 
$15,260,676 .. $2,373,389 .. $17,634,068 
19,549,513 .. 28,130,350 .. 47,676,863 
++ 5,394,940 .. = 8, 761,344 
1,669,635 .. 3,930,146 
2,200,000 .. 1,350,000 
os 5,208,000 .. 5,600,000 
Arizona a 3,000,000 .. 3,500,000 
New Mexico ie 500,000 .. 675,000 
100,000... 1,100,000 


Washington § a 25,000 .,. 325,000 

es — ae 3,000,000 
Lake Superior Sa 100,000... 100,000 
North Carolina ‘0 —_— ii 150,000 
Georgia ere _—_ a 100,000 
a - 25,000 .. 50,000 


$47,226,107 . $46,726,314 .. $93,952,421 


Since June 30, there has been a marked falling off from 
the closing of the Bonanza Mines for repairs, but this will 
not much affect the proportion of the two metals, as the 
Comstock lode yields about as much of the one as of the 
other. 

During July, August, and September, the total gold and 
silver yield of the Bonanza Mines was $ 1,649,984, compared 
with $9,850,379 in January, February, and March, and with 
$5,371,246 for April, May and June. 


Usury.—The statutes of New York forbidding corporations to plead usury 
does not make their usurious contracts lawful; and, therefore, where a corpora- 
tion chartered in another State was sued in such State on its bonds delivered 
and made payable in New York, Ae/d, that it might well plead usury. Commis- 
stoners of Craven County vs. Atlantic and North Carolina R. R. Co., 77 N. C. 289. 
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LOANS BY NATIONAL BANKS TO DIRECTORS. 


A case of marked importance, both from the amount of 
money involved and the principles upon which it depends, 
has recently been decided by Judge Dillon, of the U. S. 
Circuit Court, at St. Louis. The leading points involved were 
the right of National banks to borrow money, and their 
right to loan money to directors. The defendant was the 
National Bank of Commerce of this city. The plaintiff was 
the National Bank of the State of Missouri, located at St. 
Louis, which suspended payment in June, 1877, and is now 
in the hands of a receiver. The suit was for $400,000 and 
interest, being the unpaid portion of a loan of $ 1,000,000 
made by the plaintiff to the defendant in December, 1866. 

We have the official report of the decision but not of the 
facts, but gather that they were substantially as follows: 

On the 31st of October, 1866, James B. Eads, James H. 
Britton, John J. Roe, Charles K.-Dickson, Amos Cotting, 
Barton Bates and John A. Ubsdell, were, for the first time, 
elected directors of the National Bank of the State of Mis- 
souri. Previous to this election they had been in negotiation 
with the Bank of Commerce for a loan of $1,000,000, but 
it was not finally arranged until December, 1866, and it then 
took the form, by written contract, of a loan to the Bank 
of the State of Missouri, with the above-named directors as 
sureties, and further secured by the $1,000,000 in cash and 
$680,000 in bonds which the Bank of the State of Missouri 
then had deposited in the Bank of Commerce. After the 
loan was obtained, the Bank of the State of Missouri placed 
the $1,000,000 to a special account on their books called 
“Bank of Commerce, No. 3,”’ and permitted the above-named 
directors to check it out. They checked it all out except 
$3,000. Of the amount checked out, these directors repaid 
$600,000, which was paid over to the Bank of Commerce. 

Upon these facts, it was contended for the defendant— 

That banks have no right to borrow money to lend again, 
and that this loan was therefore illegal and void. 

Or that, at any rate, banks have no right to borrow money 
to lend to their directors. 

That this loan was really made to the directors and not 
to the defendant bank, and that the plaintiff had the means 
of knowing, and must be held to have known, that the loan 
was taken by the defendant bank for the sole purpose of 
passing the proceeds over to the directors. 

Judge Dillon’s decision, which has been appealed from to 
the U. S. Supreme Court, is given below. As will be seen, 





“Toke ge Wie er ae 


448 THE BANKER’S MAGAZINE. [ December, 


he decides (1) that National banks have in general the right 
to borrow money and lend the same for purposes of profit; 
(2) that they may lawfully lend money to their directors, if 
they keep within the statute limitation that not more than 
one-tenth of their capital be loaned to any one director; 
(3) that the evidence in this case would justify a jury in 
finding that the loan was made by the plaintiff with knowl- 
edge that the money was to be re-loaned to the directors of 
the borrowing bank; (4) but that the evidence would not 
justify a finding that the directors, when they received the 
money, “tutended to make any fraudulent use or disposition of it,” 
and that unless such intention could be shown, the plaintiff 
must prevail in the suit. 


JUDGE DILLON’S DECISION. 


GENTLEMEN OF THE JURY:—Under the pleadings, the defendant's 
counsel conceded at the opening of the trial that the plaintiff was 
entitled to the sum of $400,000, with six per cent. interest, amount- 
ing in all to the sum of $445,582.10, unless the defendant established 
one or both of its special defenses to the action, and according] 
the defendant assumed the burden of proof to make out suc 
defenses. 

The defendant has accordingly produced its evidence, and at its 
close the plaintiff's counsel moves the court for a direction to the 
jury that such evidence has failed to establish these defenses, or 
either of them, and that, notwithstanding the defendant's evidence 
and all inferences which the jury can legitimately or properly draw 
from it, the plaintiff is entitled to a verdict. 

The defenses relied on are two: 

1. That the contract of December 26, 1866, between the defendant 
bank and others, and which is the basis of this suit and under which 
the $1,000,000 was lent by the plaintiff bank, is w/¢ra vires the law- 
ful power of the defendant bank; that is to say, that this contract 
was one which the defendant bank had no power, under its charter, 
to make under any circumstances, or, at all events, had no power to 
make except in case the situation and exigency of its affairs required 
it to borrow money, and that its situation was such that it did not 
need to borrow this large sum of money, or any other sum of money, 
and that knowledge of this fact is, by the evidence, fairly brought 
home to the plaintiff bank. I am of opinion that a National bank- 
ing association has, under the National Banking Act, the power to 
borrow money, and that the defendant bank, in the absence of fraud 
brought to the knowledge of plaintiff bank, had the power to enter 
into the contract of December 26, 1866, which is the foundation of 
this action. The legal power of the bank to borrow money does 
not depend upon any exigency or upon the existence of a critical 
condition of its affairs, or upon an actual necessity for the immedi- 
ate use of the sum borrowed. It may borrow money to conduct and 
carry on the business of banking; and it may borrow for the express 
purpose of lending the same, either by discounting the notes, bills, 
etc., of others, or on personal security, with a view to profit by the 
transaction. The loan of money to a National bank is not invalid 
because the lender may know or have reason to believe that the 
borrowing bank intends to lend it, when received, to others. A 
National bank may lend its money to its directors as well as to other 
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persons, provided it acts in good faith, and does not exceed the 
limitation to any one person or director of “one-tenth part of the 
amount of the capital stock of the association actually paid in.” 
There is no claim that this limitation was exceeded in this case, as 
the capital stock of the bank was $3,410,000 actually paid in. If 
the law were that a National bank could not borrow money for the 
purpose of lending the same again to its directors, and that if the 
lender knew that such was the purpose of the borrowing bank, the 
transaction would necessarily be invalid, I admit that the evidence 
in the case is such as to justify the court to submit the question of 
the plaintiff's knowledge of such a purpose to the jury. But I am 
of opinion that where no fraud is intended a National bank may 
lend its money to its directors, and the fact that the lender knows, 
or has reason to believe, that when the money he lends is received 
it will be lent to the directors, does not, unless he knows or has 
good reason to believe, that a fraudulent use or disposition of it is 
contemplated by the directors when received, invalidate the transac- 
tion. The directors had no more power over the $1,000,000 obtained 
under the contract in suit than they had over the $1,000,000 which 
the defendant bank had on ordinary deposit with the plaintiff bank, 
or over the $3,000,000 of capital actually paid in. A lender cannot 
knowingly aid an intended fraud, but he is not required not to lend 
because the borrowing bank may misuse their powers. 

2. The second defense is that the money was procured by the 
defendant’s directors (who signed the contract in suit professedly as 
sureties ), not for the bank but for their own purposes, and that they 
fraudulently made use of the name of the defendant bank as princi- 
pal, intending all the time illegally to appropriate the money when 
received to their own use, and that the plaintiff bank had knowl- 
edge of such intended illegal appropriation of the money, 

These facts, if established, would constitute a defense, but after 
carefully considering all of the evidence touching this matter, I think 
that while it would justify the jury in finding that the directors of 
the defendant bank, when the money was received, intended to bor- 
row the same from the bank of which they were directors, and thus 
get the use of it, I can see no basis in the evidence which would 
justify the jury in finding that the plaintiff bank knew that the 
directors of the defendant bank, when the money was received, 
intended to make any fraudulent use or disposition of it. 

If the jury should so find I shall deem it my duty to set aside 
their verdict, and hence there is no propriety in uselessly submitting 
this question to them. 

I therefore instruct you, gentlemen of the jury, that the defenses 
relied on have failed, and that you shall return a verdict for the 
plaintiff. JOHN F. DILLON, Fudge. 


The jury brought in a verdict in favor of the plaintiff for 
$445,582. The case has since been appealed to the Supreme 
Court of the United States. 


CorRPORATION.—An assignee of corporate stock, who has caused it to be 
transferred to himself on the books of the company and holds it as collateral 
security for a debt due from his assignor is liable for unpaid balances thereon 
to the company, or to the creditors of the company after it has become bank- 
tupt.—Puliman vs. Upton, (U. S. S. Ct.,) 17 N. B. R. 489. 





THE BANKER’S MAGAZINE. { December, 


THE ACTION OF THE CLEARING-HOUSE BANKS. 


We have given in another place an account of the arrange- 
ment made by the associated banks of New York with the 
Secretary of the Treasury for facilitating the resumption of 
specie payments. The resolutions adopted by the banks are 
given in full. The refusal to take silver on deposit is not 
to be confounded with the arrangement as made. with 
the Treasury department. The department was no party to 
the silver resolutions and is understood to have deprecated 
the combining of them with the other terms of arrange- 
ment. It is perfectly competent for any bank, or for all 
the banks, to refuse to receive silver on deposit, but the 
wisdom of making it obligatory on the whole body of asso- 
ciated banks by a resolution of the Clearing House, is at 
least questionable. Measures of this sort are to be judged 
by their general effects and not by any narrow and _ special 
application. In the present attitude of hostility to the 
National banking system, to which a large popular party, if 
not two large parties, are committed, it would seem to be 
desirable not to add to that hostility by any hasty or ill- 
considered action. That the propriety of the silver resolutions 
is not unanimously accepted, even in New York, is apparent 
from the following passage in the Journal of Commerce, the 
leading organ of the commercial interests of this city: 

We do not believe in the silver dollar, but we do believe in a fair 
trial of the silver experiment, and the action of the New York banks 
seems very narrow and unwise, and can not fail to be provoking to 
many who do not love the banks any too well now. Theoretically 
the silver dollar is worth only ninety cents; practically it is worth as 
much as a gold dollar, for it will do the same work at the custom 
house, and in the seaboard cities the banks could easily manage their 
business and make no discrimination against the silver dollar, 

Much more emphatic and minatory comments are made by 
newspapers and by public men in the West and South, and 
there is no doubt that a fresh irritation has been produced 
among the silver men which may show itself as soon as 
Congress assembles. One proposition of the Committee is 
certainly not true in any sense, namely, that “all those who 
receive silver dollars at their nominal value are subjected to 
an immediate tax of one dollar in every six of the business 
they transact.” This proposition rests on a false assumption 
that the dollar passes only at its bullion value, which is 
absurd, so long as it is a legal tender between individuals 
and to the Government, and payable for all customs and 
other dues to the public treasury. It is nothing more than 
uncurrent money at bank in this city, and not being receiv- 
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able there at par must be used in the direct payment of 
debts between individuals or sold to brokers or to importers 
for payment of duties and taxes. This important function 
will, for a long time to come, prevent its depreciation by 
more than a small fraction whether the banks take it in de- 
posit or not. 

In the interior cities and country towns, silver is not likely 
to be a sufficient source of inconvenience to induce the 
banks to make any discrimination against it. 

Among the comments made by leading newspapers we find 
the following : 


The Philadelphia /edger remarks that ‘*The National banks of this city 
have been notified by the New York banks of the action taken by the banks 
there in reference to the resumption of specie payments, but the banks here 
probably will not call a special meeting of bank presidents, as requested by 
the banks to do, but will consider the matter presented to them at their next 
regular meeting, the first week in December. Every day’s delay, and every 
action taken in connection with the New York bank movement, commends this 
slower action of the Philadelphia banks as wise. While we are disposed to 
accord to the banks the best intentions in aiding and maintaining resumption, 
it is questionable whether the means they have adopted, and are urging the 
banks of this and of other cities to adopt, will best effect the end desired, 
Whether the propositions suggested as the rule of government between the 
banks and the United States Treasury after the ist of January next, discredit- 
ing silver and intended to increase the volume of gold in use, will work that 
result or not, many men intelligent in banking and currency matters doubt. As 
silver, which is legal tender, is discredited and made less valuable than gold, 
will the inducement be increased to use it in payment of debts. The cheapest 
money that will remove an obligation will be used for the purpose, That 1s a 
law of trade as fixed and as determined as the law of nature that forces 
water to run down hill. As in point. If a banking house here is drawn on 
by a party at New York through one of our banks for $100,000 the bank 
notifies the banker of the fact, and expects, under the New York arrange- 
ment, payment in gold or its equivalent ; but the banking house, looking over 
its funds, finds that it has 100,000 silver dollars with which, under the law, 
this New York draft may be paid, and so tenders those dollars to the bank 
holding the draft. Can the bank here refuse them and have the draft pro- 
tested? We think not. Policy would be, as the law is, against it. Action 
under the proposed arrangement may have proceeded so far as to make it nec- 
essary to go on to a consummation, but care is now especially called for.” 


The Baltimore American of November 21st has the follow- 
ing report of the meeting of bank presidents in that city : 


A general meeting of the Clearing-House Association of Baltimore was held on 
Tuesday, at the Union Bank, at which there was a full representation of nearly 
all the banks in theecity. The object of the meeting was to take action in con- 
nection with the approaching resumption of greenbacks, and in view of the 
recent action by the Clearing Association in New York. It had been ascertained 
that there was a growing sentiment in local banking circles to sustain the Gov- 
ernment and the New York banking interests in their efforts towards resump- 
tion, but it was stated that the Resumption Act of 1875 had a special applica- 
tion to New York which did not apply to other cities. The Act provided for 
the resumption to occur exclusively at the New York Sub-Treasury, and there 
was no provision for redemption at any other point. This clause had been 
overlooked by the bankers here, and was only brought to the surface accident- 
ally in a conversation between one of their number and the authorities of the 
Baltimore Sub-Treasury. The law was referred to, and the fact was developed 
that while greenbacks will not be receivable for the payment of duties after 
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eran Ist, 1879, the Sub-Treasury here will not be authorized to redeem 
them. 

It was suggested that the Silver bill might contain some clause bearing on 
the redemption of greenbacks, and in the absence of definite information, which 
was considered necessary, no action was taken beyond the appointment of a 
committee to consider the subject. 

The Baltimore Sun says that— 

The interview with Secretary Sherman, given in a special dispatch from 
Washington to the Sw, bears upon the points which the Baltimore Clearing- 
House Association at their meeting expressed a desire to have explained. The 
Presidents at that meeting, it is understood, were not inclined to pass a resolu- 
tion to take gold from the special deposits, because that coin might at any time 
command a premium, if redemption was only at New York. It is understood 
that they also will not by resolution indorse the action of the New York and 
Boston banks in relation to silver, on the ground that they desire to avoid any 
possible or apparent issue against a law of the United States. The right of 
banks to decide what character of funds shall be received on deposit is, how- 
ever, claimed as a point well settled. No action, however, as before stated, 
has been taken by Baltimore banks. 


CURRENT FINANCIAL NOTES. 


The London Sfatzst says that one cause of the present slack 
demand for silver for export to India is the high rate of interest 
in London and the low rate, stated at two or three per cent., in 
Calcutta and Bombay. This induces the Indian banks, including 
those in London specially connected with Indian business, to trans- 
fer funds, as far as possible, from India to England. This view of 
the Sfatzst is the same as that of the following from the London 
Economist, of the 6th of last July: 

The silver market is again decidedly depressed. The cheapness of money in 
India has, doubtless, contributed to this unfortunate result, and the Bank of 
Bombay has now lowered its minimum discount quotation to four per cent. A 
few months back it was nine per cent. 

During the year 1877, the rates of bank discount in India were 
very high. For a portion of that year, they were eleven per cent. 
During the same year, 1877, the Bank of England rate was very 
steady at two per cent., and it was that great difference of interest 
rate, which was one of the causes of the enormous flow of money, 
that is to say, silver, to India, and which was never so great in any 

revious year. It is now the reversed fact, of high interest rates in 

ngland and low rates in India, which checks the flow of silver to 
India. The normal condition of things is a higher rate of interest 
in Bombay and Calcutta than in London, and when that normal 
condition is restored, the flow of silver to India will again become 
stronger, if other circumstances remain the same. 


The production of the precious metals in this country during the 
year 1877 was ninety million dollars. In their annular circular, issued 
on the rst of last January, Wells, Fargo & Co. estimated the pro- 
duction of this year at 100 millions, but with the cautious condition 
that the mines on the Comstock lode should show no falling off. 
In point of fact, the yield of those mines has fallen off so largely, 
that the total metallic production of the United States, although 





Oe I 


1878. } CURRENT FINANCIAL NOTES. 453 


handsome increases have been made at several points, will fall short 
of ninety millions instead of rising to 100 millions. The San Fran- 
cisco Bulletin, which has reports from nearly all the producing mines, 
states, in respect to the quarter ending September 30, that the yield 
from thirty-eight mines was $7,159,300, compared with a yield of 
$9,996,000 from thirty-four mines during the quarter ending June 30, 
and compared with a yield of $14,439,900 from thirty-one mines dur- 
ing the quarter ending March 31. At the Paris Conference of 1867, 
Mr. Samuel B. Ruggles of this city stated that the production of 
this country was then about 100 millions, and that “/oug before 
1900” it might reach 300 or 400 millions. Undoubtedly it may, but 
there is nothing at present which looks like it. It would take ten 
Comstock lodes, in simultaneous activity, and at the maximum yield, 
so far, of the present Comstock lode, to produce 300 or 400 millions. 
A production of 100 millions per annum is a very great production, 
and it requires the continuous discovery and development of new 
mines, as old ones give out, to maintain such a production. Our 
mines are in the remotest parts of our territories, and’ it takes time 
to make them largely available. The fabulous mineral wealth of 
Arizona has been talked and written about for a quarter of a century, 
but as yet we get very little beyond the promise of gold and silver. 
It is twenty years since the mines of Colorado have been exploited, 
and the production has not yet reached ten millions. We have had 
no great results, so far, except from the gold placers of California, 
and the bonanzas successively discovered in the Comstock lode. 
The greatest yield of the gold placers was over before the bonanzas 
were opened. If all those bonanzas, about thirteen in number, had 
been simultaneously found and worked, the result would have been 


something prodigious, but the actual workings of them have been 
spread over a period of nearly twenty years. 


Some of the attacks upon Mr. Sherman’s methods of preparing for 
resumption, notably the attack made upon him for not hoarding 
greenbacks, show an entire inattention to the actual laws of the 
country. Mr. Sherman is better advised as to his duty under those 
laws. He is told to make greenbacks scarce and more valuable, by 
withdrawing them from circulation, and to that end, to use gold for 
all the ordinary expenses of the Government. The law of May 31, 
1878, expressly directs, as to all greenbacks coming into the Treasury 
in whatever way, that “/¢hey shall be reissued, and paid out, and kept 
in circulation.” So long as the Secretary of the Treasury has any 
greenbacks he must use them in preference to any other money, in 
all payments which can be lawfully made in greenbacks. For our- 
selves, we have no fear that Mr. Sherman will fail in carrying 
through a successful resumption on the basis of the existing laws, 
to which, so far as we can see, he conforms. The confidence in the 
public credit is and ought to be strong; there is no demand for 
gold for export and none is probable within any near period; the 
accumulation of coin in the Treasury is large; and what is more, 
the power to sell bonds to obtain additional coin is unlimited. There 
is really no good reason to doubt a perfectly successful resumption 
on the first day of next January, or if there is any doubt about it, 
it arises less from the inherent difficulties of the case, than from 
the constant criticisms upon Mr. Sherman, and predictions of his 
failure, in quarters from which he should receive support instead of 
Opposition. Those who say that resumption is impossible without a 
withdrawal of greenbacks, are doing all they can, probably without 
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meaning it, to excite a public distrust which will make resumption 
really impossible, as it is perfectly certain that a reduction of the 
volume of greenbacks below 346 millions will remain prohibited dur- 
ing the terms of the present and the next Congress. 


In a letter, under date of October 31, Secretary Sherman gives, as 
collected from the best authorities, the following statement of the 
paper currencies of the several countries named: 


: , Population, 
Country. Circulation. (latest estimate.) Per capita, 


? $ 460,907,000 . 36.905, 788 

United Kingdom... 213,965,000 os 33,474,000 
148,015,000... 42,727,360 

United States 688,597,275 ° 47,000,000 

Upon this statement, Mr. Sherman proceeds to observe: 

It will be seen that the aggregate, as well as the per-capita, amount of 
paper circulation is larger in this country than in any of the other countries 
named, and largely in excess, except that of France. 

All this is true as respects the comparison of the paper currency 
of this country, with that of France, Great Britain, and Germany. 
But a comparison of the total currency of this country, metallic 
and paper together, with that of the nations referred to, would give 
very different figures. France, with a population one-seventh less 
than ours, is reported to have coined money to the amount of 1,000 
million dollars. Great Britain is reported to have 500 million dol- 
lars of full-tender gold and too millions of subsidiary silver. Germany 
allows the circulation of no notes below the denomination of 100 
marks, or $25, and must, therefore, have a very large metallic circu- 
lation. If the United States have an excess of paper money, as 
compared with any of these countries, it is because we need such 
an excess from greater territorial extent and the superior activity of 
our people, and especially from our established habits of preference 
for small notes over coined money. We do not, however, understand 
Mr. Sherman as pointing out this excess of our paper money, by 
way of condemning it, but only as an actual fact, as it undoubtedly 
is. On the contrary, we have uniformly understood him as favoring 
the largest possible amount of paper money which is consistent 
with its redeemability. 

Estimates of the coined money in different countries are well 
known to vary widely, and must be taken with allowance. As in 
France, Germany, Great Britain and the United States, a portion of 
the coined money is held in reserve for the paper money, it will not 
answer to add together the total amounts of the paper and coined 
money in getting at the fer-capzta amount in use. Thus in France, 
if we added to the 461 million dollars of Bank-of-France notes the 
1,000 million dollars of coin supposed to exist in France, we should 
arrive at 1,461 millions as the aggregate. This would be too much 
by 400 millions, which is the amount of coin held by the Bank of 
France as a reserve to meet its notes. In the following table, we 
adopt the common estimates and give the amount of metallic money 
in each county, less what is reserved in banks, or in the case of the 
United States, reserved in the public treasury and banks to meet 


circulating notes: 
Coin not held to 
redeem paper. Per capita. 


France on 16.25 
United Kingdom a 13.34 
Germany 2 bs 8.32 
United States es 2.65 
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If we add this fer capita of metallic circulation to the fer capita 
of paper circulation, as given by Mr. Sherman, we have the aggre- 
gate fer capita circulation as follows: 

Coin and paper circulation 
per capita. 
France 
United Kingdom 
Germany 
United States 


A city journal, 7e 7zmes, apprehends a revival of the old system 
of State banks of issue, as the most probable result, if it has any 
result, of the existing clamor against the National banks. We quite 
agree with our contemporary, that this would be a most deplorable 
result, but wholly fail to see that there is the slightest danger of it. 
If it could be supposed that any law could be carried through 
Congress, abolishing the National banking system, without at the 
same time providing for another form of paper money to take the 
place of the National bank notes, it might be possible that the 
State banks, with their old powers of issuing notes, might subse- 
quently be revived. But in the actual condition of public sentiment, 
so sensitively hostile to any contraction of the aggregate volume of 
paper, no law can pass Congress taking away the right of the 
National banks to issue paper, which does not in itself provide an 
equivalent issue from some other quarter,, We cannot conceive of a 
condition of things, under which Congress would transfer the power 
of issuing paper from National banks to State banks. It is conceded 
by everybody, that of the two forms of bank notes, the National 
bank notes, everywhere of uniform value and acceptability, are infin- 
itely superior to the old State bank notes, which were subjected to 
brokerages except in the immediate vicinity of the issuing banks. 
The present National banking system is really so good that it will 
probably survive attacks from any quarter, but if it is in danger at 
all, it is not from being superseded by State banks, but from the 
more plausible scheme of substituting greenbacks for National bank 
notes. But that scheme is only plausible, and will not bear any 
fairly thorough discussion. To say nothing of the great temporary 
difficulties which must attend such a substitution, the enterprising 
and trading classes will see that they .cannot find in any conceivable 
system of greenbacks, a circulation which has the elasticity and 
capacity of adaptation to the wants of business, possessed by that of 
the National banks, upon the multiplication of which there is not 
now any restriction. 


The London Lconomizst, of November 9, said of the week ending 
on that day: 

The rise in U. S. Governments has been unusually rapid, stimulated by the 
fall in exchange. 

Some American papers have supposed that the rise during that 
week in those securities in London was due to the increased confi- 
dence of foreign capitalists caused by the defeat of the greenbackers 
in the election of November 5. We think it was due, not to the 
increased confidence of foreign holders, but to the increased confi- 
dence of American investors. The price of Government bonds is 
determined wholly in this market, the relative price in London being 
fixed by the course of exchange and by nothing else. Under the 
silver law, and the declared purpose of the Government to pay its 
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coin debts in either gold or silver, and, of course, in the cheaper of 
the two, Europeans do not purchase our bonds to keep, and only 
buy them for remittance hither. The only things which influence 
them are the price in New York and the course of exchange. But 
in this country, the popular repudiation of the fiat money schemes 
did substantially help, not only Governments, but all sound secu- 
rities. 


A report comes from Washington, that Mr. Sherman proposes, 
after the ist of January, on the application of persons desiring sil- 
ver dollars in sums of $1,000 and upwards, to send them free of 
transportation in exchange for greenbacks. The Treasury is author- 
ized to redeem greenbacks at only one single place, viz., the office 
of the Assistant Treasurer in New York, and cannot exchange sil- 
ver dollars or gold dollars for greenbacks anywhere else, or on any 
other demand than a demand made under the resumption law for 
the redemption of greenbacks. The act of May 31, 1878, makes it 
imperative upon the Treasury to keep all the greenbacks in circu- 
lation. This would authorize the giving out of greenbacks for gold 
or silver, but clearly prohibits any such operation as drawing in green- 
backs in exchange for gold or silver, which would be hoarding 
greenbacks instead of keeping them in circulation. No such thing 
can be done unless the Act of May 31 is first repealed. 


Between August 31 and October 31, the retirement of National 
bank notes was $1,062,090 and the new issues were $1,037,810. The 
future is uncertain, and probably those are wisest who make the 
fewest predictions. But we anticipate within the coming year an 
increase in the number of National banks and a still greater increase 
of the volume of bank notes. The last is sure to come as the 
activities of trade increase, and will be stimulated by the confidence 
inspired by the elections and still more by the success of resump- 
tion on the 1st of January, 1879, in respect to which we have no 
apprehensions whatever. 


It is announced, and is probably true, that Switzerland either has 
given notice, or will before the 1st of January, 1879, of its intended 
withdrawal from the Latin Union which expires in 1880. Some 
accounts are that Switzerland is disposed to make a_ new treaty, 
but we apprehend that any new arrangement to suit that country 
must be confined to the treatment of subsidiary silver coins. Switz- 
erland has been steadily in favor of a gold standard for several 
years, and although entitled to coin certain amounts of silver under 
the supplementary treaty adopted by the Latin Union in January, 
1874, has not coined any since that date. It has now very little 
metallic circulation. The paper circulation consists of redeemable 
bank notes, and increased from 24,500,000 francs in 1872 to 83,500,000 
francs in 1877. 

The history and purposes of the Latin Union of 1865 are quite 
misunderstood in many quarters. It was not formed for any such 
purpose as establishing the double standard, or of agreeing upon a 
relation of value between gold and silver. It was formed between 
conterminous countries which were already on the double standard, 
and in which the relative valuation of the metals was, and long had 
been, identically the same, being the French relation of 1534 to one, 
as established in 1803. One of its objects was a mutual interchange 
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of their full-weighted and full-tender coins, but the principal object 
was the regulation of their subsidiary silver coinages, in respect 
to their amount and in respect to the obligation of each State to 
redeem such coinages on the demand of other States, or of the 
citizens of other States. 

Switzerland may go to the gold standard and still have with 
France and the other States of the Union arrangements in respect 
to the use of gold coins and of subsidiary silver coins. No kind of 
money can be made international, except by treaty arrangements of 
some kind. 


The following telegram is dated at Bombay, November 12: 

Sir Andrew Clarke, a member of the Vice-Royal Council, has examined the 
Mynaad district in Madras, and declared it highly auriferous. Miners have 
been brought from Australia, and great results are anticipated. 

The old-time commerce in the metals between Europe and Eastern 
Asia was an exchange of silver for gold, but that was when the 
gold washings of the East were yet unexhausted, and when Milton 
wrote of “the wealth of Ormus, or of Ind,” and of “barbaric pearl 
and gold.” It may, or may not be true, that these reported discover- 
ies in Madras will restore the ancient auriferous repute of the Indies. 
The out-croppings of gold-bearing quartz are said to be abundant 
over a district thirteen miles by twenty-five. Other accounts are 
that these quartz gold mines are not new discoveries, but have been 
worked for some time without profit, under the auspices of an East 
India firm, which has gone under, with the failure of the Glasgow 
bank. 


The London S¢atzst of November 2, says: 

We learn from Berlin that the Savings banks and official bureaux have been 
instructed to report the proportion of gold coins and one-thaler silver pieces 
held. This order is thought to precede some step towards the withdrawal of 
the remainder of the thaler currency from circulation. Until that currency has 
been completely withdrawn, and sold or recoined by the German government, 
the silver crisis will be prolonged. 


It has been supposed that Germany would not resume the sale of 
silver until the demand for it in India revived. Much surprise was 
expressed in London at a sale made there by the German Govern- 
ment, On the 27th of September, of £100,000 of silver at 5134. But 
on the 12th of November, it made another sale of the same amount 
at 50%, and on the 18th of November the still larger sale of £ 350,000 
at 50%. We learn from the best authority that the German authori- 
ties have been made to believe that the silver law of the United 
States is to be repealed. The German Minister at Washington has 
been made to believe it. Such a repeal would, of course, produce 
a fall in the price of silver, and it is because they fear it, that the 
German officials are now selling at 5014, when they took the ground 
during the summer that they would not sell below fifty-four. 


The losses of the Glasgow Bank fall wholly on the shareholders, 
and they are all Scotchmen, with insignificant exceptions. All the 
stock held out of Scotland amounts to only £21,500. Glasgow held 
£ 288,700, and Edinburgh, £154,600. The deficiency call already made 
is five times the amount of the stock, and it is anticipated that at 


30 
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least four such calls will be made upon such of the shareholders as 
hold out the longest under the demands made upon them. 


The London Lconomist says that the fall-off in the securities held 
by the Bank of England, shows “a diminution of the pressure on 
the Bank for accommodation.” If that is so, banking in England is 
a very different thing from what it is in the United States. The 
amount of discounting here is not so much regulated by the pressure 
for discounts, as by the disposition and means for lending of banks. 


The Austrian Ministers admit that they have expended in the 
Bosnian occupation, twenty-five millions of florins in excess of the 
sixty millions credit. It is said that the total cost by the end of 
this year will be 102 millions ($50,000,000 ). 


The advertisement of the Northern Pacific Railroad for tenders for 

rading an extension of 200 miles, from Bismarck to the Yellow 
Stone River, to be completed during the year 1879, marks an era in 
the development of the new North-West. When the construction of 
that road came to a halt in 1873, it was commonly said to have 
been undertaken fifty years too soon, but it has started again after a 
breathing spell of only six years. 


At a meeting of the Toronto Board of Trade, November 13, Mr. 
Worts read a paper on the Bankruptcies in Canada since 1874. The 
extent of the resulting losses of the banks may be judged of from 
the following statements : 

Since 1874, they have charged off $5,000,000 of losses, besides 
reducing their undivided profits, which are called Rest, by $ 3,000,000, 
making $8,000,000 in all of acknowledged losses. During the same 
period, the shrinkage in the market value of the shares of fifteen 
banks has been $17,000,000, or 36 per cent. 

But notwithstanding losses, the Canadian banks seem to be still 
declaring dividends, which, although reduced, ought to be satisfac- 
tory, if they are actually earned. Thus, the average dividends of 
seventeen banks, which were 8.76 per cent. in 1874, were 6.46 per 
cent. the past year. 

Commenting on the subject, the Toronto Vonetary Times says: 

“Though the abuse of credit counts for much in the explanation 
of financial disasters, there is still a more potent cause than even 
this—the decline of prices. A great and general decline of prices 
cannot take place without heavy losses resulting to the holders of 
commodities ; and if the goods be sold, a certain percentage of them 
will fail to be paid for.” 


Resolutions have been introduced into the Legislature of Vermont, 
demanding that the aggregate coinage of silver dollars shall be lim- 
ited, or their weight increased so as to make them equal to gold. 
The most important of the resolutions, deprecating a rise in the pres- 
ent prices of commodities, is the following: 

Resolued, That the commodities of this country are now based on gold 
values, and that if the silver bill is not modified a great inflation of values 
will in time take place, by free banking, based on a silver dolla. of 84% 
cents as a legal-tender reserve, and that it would be a great wrong to thus 
inflate values, and thereby necessitate another cruel shrinkage of values. 


Even if commodities in this country continue to be “dased on gold 
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values,” there can be no guarantee that prices may not undergo a 
still further “shrzxkage.” That will depend upon the production of 
the gold mines, and upon variations in the demand for gold depend- 
ing upon several circumstances, such as the state of trade, the greater 
or less exclusive use of gold, etc. 


An estimate has been made that within the past fifty years for- 
eign National loans have been negotiated in London to the amount 
of £614,000,000, of which £ 157,000,000 have been lost by the total 
bankruptcy of Turkey, Peru, Mexico, Venezuela, Honduras, Costa 
Rica, Paraguay, the Confederate States, Uruguay, Greece, Bolivia, 
Ecuador, San Domingo, Gautemala, Poyais, and Liberia. The entire 
debts of those States, upon which default has been made, very 
much exceed £ 157,000,000, which is given as the figure of the losses 
upon only so much of those debts as is held in London. 

London holders are also sufferers to the amount of £ 175,000,000 
by the partial default of other nations, notably Spain, £ 109,000,000 
of whose stocks, really no better*than those of Turkey, are held in 
London. 

The aggregate loss in London by these total and partial bank- 
ruptcies is, therefore, £ 332,000,000, or fifty-four per cent. of the 
total foreign loans negotiated there. 

How much real loss there has been, if any, depends upon how 
much was actually paid for these stocks. How much loss may arise 
hereafter will depend upon the fate of the forty-six per cent. of 
foreign stocks held in London not yet defaulted upon. The con- 
dition of many of them is known to be very precarious. A general 
European war would be immediate bankruptcy for such nations as 
Russia, Austro-Hungary, Italy, etc. 


THE LATIN UNION. 


The recent conference, at Paris, of the States of the Latin Union, 
ended November 5, after a session of several weeks. The Yournal 
Ofictel of the next day announced simply that the old arrangement 
was continued, with certain changes, “called for by the new circum- 
stances.” In due time, the world will be informed exactly what these 
changes are. In the meantime, the Paris correspondent of the Lon- 
don Economést says it is well understood, at the French capital, that 
the old treaty is extended for six years from January 1, 1880, but that 
during that time no silver is to be coined by any of the States. 
During the remaining year, 1879, under the old treaty, none is to be 
coined except by Italy, and only to the extent of twenty million 
francs, or $4,000,000. Italy also agrees to call in its paper issues 
below the denomination of five francs, so as to employ its own sub- 
sidiary silver coins at home, instead of (as at present) annoying 
other States with them. No special mention is made of Switzerland, 
which may therefore have consented to retain the double standard 
for six additional years, which was hardly expected, in view of its 
known tendencies to a gold standard. 

Its has never been really possible for France to demonetize its 
immense mass of coined a 4 but it was possible for Belgium to 
undertake such an operation. This new arrangement holds Belgium 
to the use of silver until January 1, 1886. 
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The announced suspension of silver coinage for a term of seven 
years, from the present time, must have some other object than that 
of holding Germany in check, as the German silver sales cannot be 
protracted for more than two, or three years longer. The thing 
aimed at, may possibly be to hold Holland in check. The intimations 
of M. Mees, President of the Bank of the Netherlands, at the August 
International Conference, were decidedly indicative of an increased 
Dutch tendency towards a gold standard. Holland is now notified 
that it will find no market for its silver in the Latin Union for seven 
years to come. 


THE REPORT OF THE COMPTROLLER OF THE 
CURRENCY. 


The sixteenth annual report of Mr. John Jay Knox, Comptroller of the Cur- 
rency, presents a table, in compliance with the Act of February 19, 1873, show- 
ing the total average of the capital and deposits of all the State banks, Savings 
banks and private bankers in the country, for the six months ending May 31, 
1878. The figures are as follows : 

Number. Capital. Deposits 
State banks $ 124,347,262 .. $ 229,482,625 
Savings banks with capital ? S38738: «. 26,179,968 
Savings banks without capital : — “a 803,299,345 
Private bankers oa 77;798,228 .. 183,832,965 


$ 205,380,000 ~« $ 1, 242,794,000 
470,390,000 .. 677,160,000 


Total of all , $ 675,776,000 .. $1,919,954,000 


Further, the report says: 

The total number of National banks organized since the establishment of the 
National banking system on February 25, 1863, to November 1, of the present 
year, is 2,400. Of these, 273 have gone into voluntary liquidation by vote of 
the shareholders owning two-thirds of their respective capitals, and seventy-four 
have been placed in the hands of receivers, for the purpose of closing up their 
affairs, leaving 2,053 in existence on November 1 of this year. Included in the 
aggregate number organized, are nine National gold banks, located in the State 
of California, which redeem in gold coin their circulating notes at their places 
of issue, and in the City of San Francisco. These have an aggregate capital of 
$4,300,000, and an aggregate circulation of $1,468,920. During the past year 
twenty-eight banks have been organized, with an authorized capital of 
$ 2,775,000, to which $1,598,800 in circulating notes has been issued. Fifteen 
banks have failed within this period, having an aggregate capital of $2,712,500; 
and forty-one banks with a total capital of $5,200,000, have voluntarily discon- 
tinued business. 

In relation to the origin and growth of the National banking system, Mr. 
Knox says: 

‘‘The establishment of the system was not advocated in the interest of any 
political party, and it has been free from the control of partisan or sectional 
influence, its benefits being now open to all who desire to engage in the bus- 
ness of banking. The opportunity occasioned by a great war was seized upon, 
in the interest of the Government, to get rid of a circulation issued by the 
authority of many different States, which had been, almost from the beginning 
of the Government, a grievous tax upon the business and the commerce of this 
country. It was shown from the discussions in Congress, at the time of the pas- 
sage of the Legal-Tender Act, from the reports of this department, and from 
the uniform legislation since that time, that the National banking system wa 
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intended to be permanent, the institutions organized under it being, by the 
express terms of the law, organized to continue for a term of twenty years ; 
while it was equally evident that the Treasury notes issued, and still in circula- 
tion, were intended to be funded to constitute a temporary currency issued from 
necessity, and to furnish the Government with the means to save itself from 
destruction; that the amount was not to be increased, but to be withdrawn from 
circulation as rapidly as possible.” 

He denies that the National banks have at any time monopolized the busi- 
ness of banking, nor do they do so at present. On May 31, of this year, there 
were in existence more than 3,700 State banks and private banking houses, 
having an aggregate capital of $ 202,000,000, and deposits of $ 413,000,000. 
These banking establishments are located in all the principal cities and villages 
of the country, and it is to be presumed that if the privilege of issuing circula- 
ting notes were so great, as it is persistently claimed to be, these associations 
and individuals who are already engaged in the business of banking, and who 
are free to enter the National system, would hasten to organize under that 
system. 
go this subject of the alleged monopoly of the National banks, he 
says : 

“The proposition for the substitution of Treasury notes in place of National 
bank notes, having been again revived and discussed, it is thought advisable 
again to answer the principal objections urged against the National banking 
system, even at the risk of repeating, to some extent, although with more 
recent data, what has already appeared in previous reports. 

“Under the law then, as it now stands, any number of persons, not less than 
five, in any part of the country, who, together, may have $50,000 of capital at 
command, may organize a National bank and receive circulating notes equal in 
amount to ninety per cent. of such capital, the law discriminating in the latter 
respect only against the large institutions, as no bank, since the passage of the 
Act of July 12, 1870, is entitled to a circulation in excess of $500,000, A 
bank having a capital of between $500,000 and § 1,000,000, can receive in cir- 
culating notes but eighty per cent. thereon; if between $1,000,000 and 
$ 3,000,000, it can receive but seventy-five per cent.; and if over $ 3,000,000, 
but sixty per cent. 

“Since the passage of the Act of June 20, 1874, the National banks, so far 
from considering the privilege of issuing circulation a profitable monopoly, have 
voluntarily surrendered $66,237,323 of their notes, which is $29,463,467 more 
than has been issued to all of the banks organized since that date; while 144 
banks, with capital stock amounting to $15,517,000, and a circulation of 
$9,190,718, have gone into voluntary liquidation. x . F 2 , 

“The capital stock of the National banks is not largely in the hands of 
capitalists. Among their shareholders may be found persons in every station of 
life, and great numbers of women and children rely for their support upon the 
successful management of these institutions. It is not probable that the stock 
of any other class of corporations in the country is more widely distributed 
among people of moderate means than is that of National banks. It is also 
largely distributed among members of all political parties, and, as a rule, is 
free from the control of partisan influence.” 


PRESENT SYSTEM OF REDEEMING NATIONAL-BANK NOTES, 


“* If the New York system of redemption were to be applied to the National- 
bank circulation, in place of the existing method, it would probably at once 
raise the price of exchange to the rate current under that system, which was 
generally one-half of one per cent.’ Under the system now in vogue, the notes 
of the National banks, wherever located, have possessed a uniform value, and 
the prices of exchange have ruled at the lowest rate. The rates of exchange 
between St. Louis, Cincinnati, Chicago, and New York, have been frequently 
at par and under, never exceeding, say seventy-five cents for $1,000, instead 
of from $10 to $15 per $1,000, as was common under previous systems. 
Redemptions have not been so frequent under this, as under the previous 
systems of New York and New England, for the reason that the notes are 
more fully secured, and also because the demand for Treasury notes has not 
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been so great as was formerly the demand for gold under similar circumstances, 
The machinery of the law is, however, in operation, and the frequency of 
redemptions will, to a great extent, depend upon the demand for gold, after 
specie payment shall have been resumed. But the notes of the banks being 
secure beyond peradventure this demand will, in all probability, be much less 
than under former systems of unsecured currency.” 

The amount of interest per year accruing upon the bonds held by the 
National banks November 1, less the tax paid by them upon their circulation, 
is $14,544,692 only, while the annual profit upon the entire circulation of the 
National banks is only $8,961,519, or less than two-and-a-half per cent. upon 
their capital. 

THE SAFETY OF THE NATIONAL BANKS. 


The Comptroller declares that the organization of banks without capital was 
one of the greatest abuses of the former banking systems. He says it is impos- 
sible for a bank of circulation only, without capital, to be organized under the 
present system, if proper precautions be exercised, and if the examiner be com- 
petent and faithful in the discharge of his duties. The proportion of capital and 
of capital and surplus to liabilities, is much greater in this country than else- 
where, which is undoubtedly owing to the fact that the law of the United States 
requires the full amount of authorized capital to be paid in actually. In Eng. 
land, as a rule, only a portion of the capital is paid in, but the stockholders 
are individually liable for the full amount of their subscriptions. This restricted 
liability is true of the limited banks only, the stockholders of other corporations, 
not limited, being each liable for all of the debts of the corporation. 

A table is submitted, compiled from statements in the London Lconomist of 
October 19, 1878, showing the amount of capital, reserve, and liabilities, and 
the ratio of capital and of capital and reserve to liabilities, of 3,417 banks (141 
banks and 3,276 branches ) of the United Kingdom. The total capital of these 
banks is $ 450,000,000 ; the surplus, $170,000,000, and the total capital and 
surplus, 620,000,000. The liabilities are $2,700,000,000. A comparison is 
made between this table and a similar statement as to the National banks, 
which have a capital and surplus of ‘624,000,000, and _ liabilities of 
$ 1,140,000,000, The comparison shows the ratio of capital to liabilities in the 
3.417 banks in the United Kingdom to be 16.78 per ceat., against 40.88 per 
cent. in America, and the ratio of capital and reserve to liabilities to be 
23.07 per cent., against 54.73 per cent. in America, the ratios of the Ameri- 
can National banks being, in each instance, more than double those of the 
United Kingdom. 


THE PROFITS OF NATIONAL BANKING ARE MODERATE, 


The surplus of the National banks amounted on October 1 to nearly 
$ 119,000,000, A part of this sum represents the profits earned by former 
State banks previous to their conversion into National organizations, and 
brought by them into the system. The greater portion was, however, accumu- 
lated by banks during the years of business prosperity immediately succeeding 
the close of the war. A table is given, showing that the maximum surplus 
was reached in 1875, when it was $ 133,169,095, since which time it has been 
decreased to $118,178,531. The diminution has been caused by charging to 
the surplus, from time to time, portions of the losses sustained by the National 
banks; such losses aggregating during the last three years, $64,119,415. The 
losses in 1876 were $ 19,719,027 ; in 1877, $19,933,588; in 1878, $24,466,800; 
total, $64,119,415. The report continues : 

The greater portion of the losses mentioned has been cancelled by charging 
it to the account of current profits, in consequence of which 357 banks, with 
an aggregate capital of $58,736,950 have in the last six months paid no divi- 
dends at all, while during the last three years the average number of banks 
semi-annually passing dividends on account of losses had been 288 
This number is equal to about one-seventh of the whole number now in 
operation. 

The average amount of capital upon which no dividends have been paid during 
that time is $44,583,515, from which it follows that for a continuous period 
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of three years, more than one-tenth of the total capital of the National banks 
has been without profit to the owners. . . . 

The belief so widely entertained that the profits made by the National banks 
are excessive, is in great part due to the exceptionally large dividends paid 
by a few banks which are favorably located and have a large surplus, and 
which make large returns to their shareholders on the amount of their nominal 
capital. The profits of these banks are not to any considerable extent derived 
from their circulation, but from surplus and deposits. Many of the banks 
making these exceptional dividends have a much less amount of circulation 
than those making moderate dividends only, while a few of them have no 
circulation whatever. 

TAXES PAID BY THE BANKS, 


The total amount of United States taxes collected from the beginning of 
the system to the present time, is reported as follows: On circulation, 
$39,775,817-353 on deposits, $40,328,256.32; on capital, $5,929.480.73; 
total, $86,033,554.40. The rate of taxation upon the banks in the City of 
New York and in other cities has averaged more than five per cent. annually 
during the past four years, and the annual taxes collected from these institutions 
have been greatly in excess of the rate collected upon the capital of other cor- 
porations, private firms and individuals, which cannot be as accurately determined 
as that of the National banks from the published statements. 


FAILURES OF NATIONAL BANKS, LESS THAN UNDER OTHER SYSTEMS, 


Mr. Knox shows that the claims against all the National banks which have 
failed since the beginning, have been $23,398,909, of which $ 14,010,313 have 
been paid, and he estimates the eventual loss at $6,515,423. He then adds: 

‘‘The average number of failures during each of the past fifteen years has 
been less than five, and the average annual loss less. than $430,000. 

‘The City of Glasgow Bank, which recently failed in Scotland, had a capital 
and surplus of less than $8,000,000, and liabilities of more than ‘ 50,000,000. 
It loaned to four debtors of the bank more than # 28,000,000, upon which there 
is a loss of more than $21,000,000. The deficiency in the assets is nearly 
$26,000,000, which is four times as great as the losses of all the creditors of 
National banks which have failed since the organization of the system. The 
bank Superintendent of the State of New York reports the liabilities of twenty- 
two Savings banks which have failed in that State during the last six and a 
half years at $12,188,777, and estimates the losses to their creditors at 
$ 4,303,616, which is more than one-third of their entire indebtedness. He 
estimates the losses during the last three years at $3,400,000, which is more 
than one-half of the estimated losses to the creditors of all the National banks 
in the United States from the beginning of the system until now. The losses 
from five State banks in the city of Chicago during the last two years, which 
banks were organized under special charters, under which neither State super- 
vision nor reports were required, are estimated to be $3,819,500 on liabilities 
of $5,785,572. The losses from the State and Savings banks of the country 
during the present year only are known to have been greater than the total 
loss resulting from all the failures which have occurred of National banking 
associations. The Government has had large amounts on deposit continually 
with a great number of National banks throughout the country for its conve- 
nience in making disbursements, but has suffered no loss during the past twelve 
years. Upon the circulating notes of the National banks there has been no loss 
whatever,” 

ASSISTANCE OF THE BANKS IN REFUNDING THE NATIONAL DEBT. 

On this important subject, Mr. Knox says :— 

“One of the chief objects in view in the organization of the National 
system was not only to furnish bank notes which were safe and convertible, 
but to supply a steady market for and facilitate the negotiation of United 
States bonds; and there is no doubt that the credit of the Government and 
its ability to borrow money at low rates of interest have been greatly increased 
by making its bonds a basis for the issue of National bank notes. 

“Of the United States bonds held by the National banks on November 1, 
1868, and deposited with the Treasurer, as security for their circulating notes, 
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nearly three-fourths bore interest at the rate of six per cent. The amount of 
this class of bonds has since been gradually reduced until it is now less than 
one-fourth of all the bonds held; while nearly one-fourth of the whole amount 
bears interest at the rates of four-and-a-half and four per cent., only about 
one-fifth of the entire issues of the latter classes of bonds is now held by 
the National banks. . . ~The Government has still outstanding more than 
$ 693,000,000 of six per cent., and more than 703,000,000 of five per 
cent. bonds, The reduction of the interest on this amount to four per cent. 
would save the Government nearly $21,000,000 of interest annually. The 
funding of the six-per-cent. bonds into four per cents has made rapid progress 
during the past year, and the banks have been of great service to the Govern- 
ment in this process of refunding by negotiating and absorbing a very con- 
siderable part of the new issues. Should the National system continue, there 
is no doubt that the present rapid reduction in the burden of interest will con- 
tinue also. If the National bank system is to be abolished, and an additional 
amount of United States notes is to be issued, al! hope of reducing the rate of 
interest on the public debt must be abandoned. 

‘The larger portion of the five and six per cent. gold-bearing bonds of the 
United States is payable at the option of the Government, and the remainder 
will be payable in 1881—two years hence. As already stated, {21,000,000 
yearly may be saved to the Government by funding these bonds into four per 
cents., while the amount which it is claimed may be annually saved by the 
repeal of the National Bank Act and the issue of $ 32c,000,000 of inconvertible 
Treasury notes is $13,000,000 only. With the issue of this large amount of 
Government notes, the funding of the public debt will be rendered impossible, 
for the pledges of the Government will then be violated and its credit perma- 
nently ruined. 

‘Which is the wiser course—to continue the work of funding the debt which 
has so successfully progressed during the present year, thus saving the greater 
amount of interest named, while adding to the credit of the country; or to 
attempt, by the repeal of the National Bank Act, to save the less amount, and 
at the loss as well of reputation and credit? Is there not danger that attempts 
to remove an imaginary evil may be followed by the introduction of a real and 
much greater evil? Success in funding the National debt through the co-opera- 
tion of 2,000 of the principal monetary institutions of the country may be 
assured; but the effects of the issue of a large amount of irredeemable Gov- 
ernment currency cannot be foretold.” 


CERTAINTY OF RESUMPTION, 


Mr. Knox refers to the amount of coin now in the Treasury, and says this 
amount is constantly increasing, and it is to-day ‘‘a solid basis” for circulation, 
Congress has fixed the day for the restoration of the specie standard, and the 
legislation needed is, that which will not overthrow, but codperate with the 
present well-managed monetary institutions of the country in accomplishing this 
result. 

When this is done the present banking system, if then thought desirable, 
may be modified without danger to the creditor or the business and commer- 
cial interests of this great nation 

Then follows a table showing that the amount of reserve held on the first of 
October last was greater than that required by law. The Treasury Department 
owns $ 140,000,000 of coin, which is equal to more than forty per cent. of the 
entire issue of the legal-tender notes, and is available for their redemption, 
while the banks hold nearly one-third of the legal-tender notes. If, therefore, 
the banks of the country co-operate with the Treasury, it is impossible that 
resumption shall fail; but even if this co-operation should not be universal, it 
could not affect the ultimate result, for if any considerable portion of the 
legal-tender notes be exchanged for coin at the Treasury and withdrawn from 
use the notes will become scarce and can be forced into circulation to supply 
the requirements of business and fill the gap. The coin will soon thereafter 
be returned to the Treasury in payment of customs duties and internal revenue 
taxes, and offered in exchange for greenback coin certificates, which will be 
more generally acceptable to the people for the same reason that the notes 
of the Bank of England and of the Bank of France are preferred to coin. 





1878. } THE NEW YORK BANKS AND RESUMPTION. 


THE NEW YORK CLEARING-HOUSE AND SPECIE 
RESUMPTION. 


On the afternoon of November 12, a special meeting of the Clearing-House 
Association was held to consider the report of the Clearing-House committee on 
their conference with the Secretary of the Treasury. Of the fifty-eight banks 
belonging to the Association, fifty were represented, all the important institu- 
tions in this city being included. Mr. William A. Dowd, President of the Bank 
of North America, presided. After reading the call for the meeting, the follow- 
ing letter was read : 


OFFICE OF ASSISTANT TREASURER OF THE UNITED STATES, ) 
New York, November 12, 1878. y 

Six :—In conformity with instructions from the Treasury Department, I have 
the honor to submit the following propositions for the consideration of the 
Clearing-House Association of the Associated Banks of this city : 

First: Hereafter, drafts drawn upon any bank represented in the Clearing- 
House Association in the city of New York, received by the Assistant Treasurer 
in that city, may be presented to such bank at the Clearing House for payment. 

Second: Hereafter, drafts drawn on the Assistant Treasurer at New York 
may be adjusted by him at the Clearing House, and the balance due from the 
United States may be paid at his office, in United States notes, or Clearing- 
House certificates. 

Vhird: After the 1st of January next, payment of checks presented to the 
Assistant Treasurer by any bank connected with the Clearing House may be 
made by him in United States notes. 

On the acceptance of these propositions, by resolution of the Association, 
entered upon its records, or in any other form that will convey its sanction, I 
am authorized to conform to them so soon as the necessary details can be 
arranged.—-Very respectfully yours, etc., 

THOMAS HILLHOUSE, 
Assistant Treasurer of the United States. 


Some slight discussion favoring the adoption of the proposition ensued, and 
the following resolution was unanimously adopted : 

Resolved, That in order to facilitate the payment of checks and drafts between 
the Treasurer of the United States and the associated banks, the manager of 
the New York Clearing House is authorized to make such an arrangement with 
the Assistant Treasurer that will accomplish the purpose through the medium 
of the Clearing House. 

Mr. George S. Coe then presented a communication from the Clearing-House 
committee, the substance of which is as follows : 


NEw YorK, November 1, 1878. 


in view of the proposed resumption of specie payments on the Ist January 
next, it is necessary to recognize the truth that a successful and permanent 
attainment of that great object cannot be secured without the cordial co-opera- 
tion of Government and the commercial banks. 

The Government cannot preserve coin for the payment of its issues, unless 
the current standard of commerce, whose exchanges are all made through the 
agency of banks, is maintained at the same high level. If this be not done, it 
is self-evident that the superior value of the coin provided by Government for 
resumption, will cause it to be rapidly drawn away into commercial channels, 
and exhaust the Treasury supply. It is not necessary to assume any antagonism 
on the part of banks, for there can be none, to produce this result. It would 
come from the natural operation of the law of trade. Government only responds 
to the requirements of commerce and to the highest instincts of the people, im 
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aiming to restore the universal standard of coin; and the same forces, pressing 
more directly upon the banks, demand of them the same effort. There is no 
influence impelling the Government to re-instate itself in line with the most 
advanced nations of the world, that does not in a greater degree appeal to the 
interest of banks to work in the same direction. 

Accepting these evident truths, the only question among intelligent bankers 
is this, how can this co-operation be best secured, and by what practical 
measures? When the Government freely offers to meet its currency issues in 
coin, upon presentation, the banks will have to provide means not only to 
reedeem their circulating notes, but also to protect their larger obligations of 
deposits, and their exchanges with each other and with the people, at the same 
coin standard. Standing, as they do, in immediate contact and relation with 
every form of industry and exchange, upon them will mainly rest the labor of 
maintaining the coin measure in all commercial transactions. 

There are diverse views honestly entertained respecting the relative merits 
and powers of circulating notes, of banks or of Government, as to which will 
best promote the public interest and meet the requirements of the people. 
Avoiding all discussion of this subject as not pertinent to the immediate occa- 
sion, let us accept the situation as it now exists, and as it will continue until 
after the day of resumption, and remit all such questions to the test of future 
experience. 

At present there is a marked distinction made in the daily transactions of 
banks, between their deposits of gold and their deposits of currency, by treat- 
ing the former as a special fund, payable in kind. 

It must be evident that if this discrimination continues to be made after 
resumption, it will prolong the idea of the inferiority of circulating notes after 
they have been declared to be restored to an equality with gold by becoming 
interchangeable, and will therefore falsify the proclamation of the Government. 
It will not only be a practical denial by the banks of the sincere purpose of 
the Government to maintain its resolution, but, by affording protection and 
facility to those who draw coin from the Treasury, will place the moral force 
and power of the banks in direct opposition to the effort of Government. 

Specie payments will not have been truly accomplished until all distinctions 
in the use of gold coin and currency, as money, are obliterated in ordinary 
commercial transactions. 

To make resumption effective, the banks must cordially co-operate, by prac- 
tically treating lawful currency and gold coin equivalent in value, as they did 
before the war, declining to receive all deposits of gold as subject to special 
contract as hitherto, and accepting it only as lawful money. They should also 
abolish all existing arrangements in which gold coin is preferred, by giving 
notice that they will expire on the Ist day of January next, the day of resump- 
tion, and terminate all special gold exchanges at the Clearing House. 

If the Government also, forbearing all further legislation upon the subject, 
will discontinue the issue of gold certificates at the Treasury, and regard gold 
coin as practically the equivalent of lawful money in all its disbursements, the 
distinction which has so long existed between coin and currency will rapidly 
fade away, and natural law will re-assert its beneficent dominion over our finan- 
cial affairs. Resumption of the coin standard being assured, it is entirely safe 
to leave the circulating notes to find their true place, as their - constitutional 
merits and the demands of trade and the public interest may naturally deter- 
mine. 

But resumption of the gold standard can be successfully reached only by the 
fearless disbursement of gold by both banks and Government, and by such 
unreserved and confident action as will manifest to the public that they are 
working harmoniously together, and feel the utmost assurance of its practicahilty 
and permanence. 

There is, however, a most serious obstacle standing directly across the path to 
coin resumption in the coinage and forcible issue of silver dollars not worth their 
nominal value, which demands the first consideration. The treatment of these, as 
they enter into the current of circulation, must be wisely determined before the 
question of the restoration of the commercial standard can be regarded as sub- 
stantially settled. The Government, by law, now demands the entry of its sil- 
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ver coins into the currency upon equal terms with gold, when out of every five 
dollars’ worth of silver bullion it creates more than six legal dollars, and appro- 
priates one of them to its own use. 

At the present value of silver bullion these inferior dollars can be made at a 
cost of 83 14-100 cents. The Government is therefore drawing into its Treasury 
a profit, upon every dollar’s worth of silver bullion which it purchases, of over 
twenty per cent. An indirect tax of this magnitude, unequal in its operation, 
imposed upon the people under the power ‘‘to coin money and regulate the 
value thereof and of foreign coins,” is certainly a most extraordinary and 
untimely exercise of power under a constitution formed ‘to establish justice and 
insure domestic tranquility.” Just at the time when the best energies of the 
people are enlisted in the effort to re-establish financial order, and to return to 
harmonious relations of value with foreign coins and nations, this insuperable 
obstacle is encountered, which, if adopted in practice, will disturb anew domes- 
tic tranquility, subvert justice, and perpetuate discord in all business relations 
with other nations. 

Whatever may be the local statute respecting these coins, the fact is indispu- 
table that they are not a full commercial equivalent; that thelr issue, as such, 
is in conflct with the laws of trade and with natural justice, and that all those 
who receive them at their nominal value are subjected to an immediate tax of 
one dollar in every six of the business they thus transact.* Upon the banks 
greatly depend the introduction of these coins into commercial use. The ques- 
tion practically presented to them is, whether they shall, by receiving these 
coins upon deposit, as money of full value, voluntarily devote their powers to 
the establishment of injustice as the custom of the country and the established 
measure of domestic trade, and shall also relinquish the property of their share- 
holders and dealers, to the extent of one-sixth of the millions intrusted to their 
care, and whether they shall voluntarily permit the gold coin, or its equivalents, 
now in their possession, to become transmuted into this depreciated value, 
through their desire to effect a nominal resumption of coin payments, which, 
after all, will result, not in elevating the commercial standard to the measure of 
the most advanced nations, but in degrading it even below the value of irre- 
deemable paper currency now used. Such a resumption will not be an improve- 
ment upon present methods, for which the country may feel proud, but a further 
deterioration to be deplored. Standing, as they do, the commercial agents of 
the people, and subject to the universal laws of trade, which are now in direct 
conflict with this act of Congress, the banks have the right, and it is their plain 
duty, to pause before this serious dilemma. They are at liberty to accept or 
to decline these deficient coins when offered them upon deposit, to refuse them 
as money in their commercial exchanges with each other, and to withhold their 
influence in fastening them upon the community. And it is their most obvious 
interest and duty to do so. But the practical result of this action will be to 
raise the standard of bankable funds above that of the Government, to draw 
into banks and commerce the current gold of the country, and to create a gen- 
eral aversion to all transactions with the Treasury, and with all persons whose 
payments are made in this deteriorated coin. 

_ A resumption of coin payments like this must prove a National humiliation, 
in which it. will be found impossible to unite the active co-operation of banks, 
or to enlist the enthusiasm of the people. 

We do not forget the fact that under existing law the Secretary of the 
Treasury is required to coin ‘not less than two millions of silver dollars of 
412% grains per month,” and that these will constitute a portion of the 
resources of the Treasury. It is confidently hoped that Congress, in view of 
the unexpected fluctuations of silver bullion since the law was passed, will 
reconsider and repeal it at an early day. In the meantime, however, it is in 
the power of the Secretary to limit the coinage to the minimum sum allowed by 
law, and to find a place for it in the circulating medium in lieu of notes of 
small denominations, for which the silver dollars may be substituted. These 
could be held at gold value by permitting them, when excessive, to be 
exchanged at par at the Treasury for gold coin. By this means, the amount 


* This statement is surprisingly inaccurate—Ep. B. M. 
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required to be issued within a year may be healthfully absorbed, within which 
time it is believed that the permanent restoration of the gold standard, with the 
commercial prosperity in the country naturally attending it, will have made the 
duty of Congress, respecting financial legislation, clear and unquestionable. 

With this assurance from the Government, the banks may confidently and 
zealously combine their energies with the Secretary in the movement toward 
resumption upon a gold standard, with the conviction that they are at the same 
time fulfilling their highest duty to the nation and to their constituents, and 
promoting the best interests of commerce and trade. The following outline of 
policy is suggested as proper to be recommended for adoption by the banks in 
New York City : 

AFTER IST JANUARY, 1879. 

1. Decline receiving gold coins ‘‘as special deposits,” but accept and treat 
them only as ‘lawful money.” 

2. Abolish special exchanges of gold checks at the Clearing House 

3. Pay and receive balances between banks at Clearing House, either in gold 
or legal-tender notes. 

4. Receive silver dollars upon deposit, only under special contract to with- 
draw the same in kind. 

5. Prohibit payments of balances at Clearing House in silver certificates or in 
silver dollars, excepting as subsidiary coin in small sums (say under $ 10). 

6. Discontinue gold special accounts by notice to dealers, on Ist January 
next, to terminate them. 


Short speeches were made by Messrs. Coe, H. F. Vail, President Bank of 
Commerce ; J. M. Morrison, President Manhattan Company; George F. Baker, 
President First National Bank; Benjamin B. Sherman, President Mechanics’ 
National Bank ; F. D. Tappan, President Gallatin National Bank, and others, 
after which, the following resolutions were unanimously adopted : 


Resolved, That the reported interview between the members of the Clearing- 
House committee and the Secretary of the Treasury, with the views expressed 
by them to him, in the paper presented to this meeting upon the subject of the 
restoration of specie payments, meets the cordial approval of this association, 
and that the practical measures recommended for adoption by the banks in 
respect to the treatment of coin in their business with the public and with each 
other, be accepted and carried into practical operation. 

The policy recommended by the committee was then taken up, and each arti- 


cle separately adopted by a unanimous vote. 
The following resolution was then adopted : 


Resolved, That the managers of the Cleariug House be requested to send 
copies of the proceedings of this meeting to Clearing Houses in other cities, 
with an expression of the hope that they will unite in similar measures for pro- 
moting the resumption of coin payments. 


The meeting then adjourned. 


RECENT DECISIONS. 


Tax.—1. A depositor in a bank took from the bankers a writing acknowl- 
edging the receipt of a certain sum equal to the amount of his deposit in 
United States bonds not taxable, and promising to return the same on demand. 
Held, that this contract was lawful, though made for the express purpose of 
avoiding taxation on the deposit. S¢z/well vs. Corwin, 55 Ind. 433. 


5. Tax acts are presumed not to intend the imposition of a double burden; 
and, therefore, where the whole capital stock of a National bank was taxable 
and taxed under State laws, it was Ae/d that no further tax on the real estate 
occupied by the bank for its business could be levied, there being no law 
expressly authorizing it. Commissioners of Rice Co. vs. Citizens’ National Bank, 
23 Minn. 280. 





THE TREASURY PLANS FOR RESUMPTION,. 


THE TREASURY PLANS FOR RESUMPTION. 


A committee of Baltimore bankers who visited Secretary Sherman on Novem- 
ber 23d, expressed their desire to aid him in the work of resuming specie 
payments, and addressed him the following questions : 

First—Are United States legal-tender notes to be received at the Baltimore 
Custom House on and after January 1, 1879, in payment of customs duties 
at their face value? 

Second—WVill United States legal-tenders be received on and after January 1, 
1879, at their face value in the purchase of United States bonds from the 
Treasury ? 

Third—Will United States legal tender notes be redeemed in gold at the 
office of the United States Treasurer in Baltimore on and after January 1, 
1879? 

Puerth—Will standard silver dollars be issued in exchange for greenbacks 
in Baltimore on and after January 1, 1879, and contrariwise; that is, will 
greenbacks be issued for the standard silver dollars? 

Fifth—Will there be an issue of certificates for the deposit of silver with 
the Assistant Treasurer of the United States at Baltimore, and will these certi- 
ficates be treated as silver coin in payment of custom duties and other 
indebtedness to the government ? 

Sixth —Will the government, after January 1, 1879, continue the issuance 
of certificates of deposit of legal-tender notes, commonly known as Clearing- 
House certificates ? 

In reply the Secretary said : 

“T inferred, gentlemen, from the appointment you made with me, that 
some such questions as you now propose would be submitted to me; but as 
the law requires me officially to report to Congress in a little more than a 
week upon the very topics you suggest, it would be manifestly improper for 
me now to discuss them in such detail as frankness would require. But I may 
say a few things which will substantially answer the object of this interview. 
It is true that actual redemption is confined by the law to the office of the 
Assistant Treasurer at New York. This is a wise provision; for it would be 
inexpedient to scatter the redemption fund so that it would not be readily 
available. Redemption in New York, the chief commercial city of the country, 
establishes the equality of the United States notes with coin, and this is the 
main thing, and carries with it their equality in all parts of the United 
States. The. difficulties suggested by the Baltimore banks could be met by 
either of several expedients : : 

“‘ First—This department can now, by express provision of the law, sell or 
exchange coin for greenbacks. This has been done for years at Boston, Balti- 
more, Chicago and other leading ports, at the same premium for gold as the 
market rate at New York. This could be continued after January 1, when at 
New York the rate will be par, and therefore the same elsewhere. 

“ Second—United States notes being at a parity with coin, can, I think, 
under existing law, be received for customs duties; and this is the only 
purpose for which coin is required by law to be paid to the government by a 
citizen, and it is the purpose for which it is usually desired. If there is any 
doubt upon this point Congress may expressly authorize it. 

‘* Third—If United States notes are taken for duties in New York, they 
must be taken for duties in every port of the United States. Otherwise an 
unconstitutional preference would be made in favor of one port over other ports 
in the United States. : 

“ Fourth—After resumption, United States notes must be held and maintained 
at par for all purposes, in all parts of the United States. They can be trans- 
ported easily and speedily, while coin cannot be so readily and cheaply moved. 
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It would seem that if we secure absolutely the convertibility of United States 
notes into coin at the chief commercial city, we practically secure the same 
convertibility at every other place in the United States. Exchange is usually in 
favor of New York, but a temporary premium elsewhere will be insignificant, 
and cannot exceed the small cost of transporting United States notes to New 
York. That may occur, and-has occurred, when specie payments were the 
rule everywhere, and is less likely to occur now when we have a uniform paper 
circulation, current in all parts of the United States. 

‘*My general answer, therefore, to you is that the United States will main- 
tain its notes at par in coin in all parts of the United States, and will do so 
by the redemption of such notes as are presented to the City Treasurer at 
New York, and by the receipt of United States notes for both customs duties 
and bonds. I think this can be done without a change of the law, but as to 
this Congress must be the judge. The Treasury will treat United States notes 
and coin as an exact equivalent in all transactions with the Government, and 
then all business everywhere in the United States will adapt itself to the same 
standard. Having stated this much, I do not think that I ought to go farther, 
and perhaps in my desire to be frank with you, I may have broached questions 
that shouid await the opening of Congress.” 


THE REDEMPTION OF NATIONAL BANK CURRENCY, 
A LETTER FROM SECRETARY SHERMAN. 


The following correspondence is published : 


FARMERS AND MECHANICS’ NATIONAL BANK,) 
HARTFORD, Conn., Aug. 29, 1878. ) 


S1r :—In a speech delivered by you at Toledo, Ohio, on the 26th inst., you 
state that National bank notes are payable in greenbacks, and not in coin, and 
that no coin reserve is needed by them for such redemption. Are we to infer 
that after the Resumption Act goes into effect January next that such will 
then be the case? And will the five-per-cent. redemption fund now deposited 
with the Treasury of the United States in National bank notes continue in 
the same kind, and then when our circulating notes are presented at our 
counters for redemption, are greenbacks a legal tender for the same, or will 
we be obliged to redeem them in coin? Thanking you in advance for an early 
reply, I remain very respectfully yours, (Signed) A. OATMAN, President. 


Hon. JOHN SHERMAN, Secretary of the Treasury, Washington, D. C. 


Secretary Sherman’s reply is as follows: 
TREASURY DEPARTMENT, WASHINGTON, Sept. 5, 1878. 


President of the Farmers and Mechanics’ National Bank, Hartford, Conn.: 


S1r:—In reply to your letter of the 29th ult., requesting to be informed 
whether National banks will be required after January 1, 1879, when the 
Resumption Act goes into effect, to redeem their circulation in coin, I have to 
inform you that there is at present no law requiring National banks, other 
than gold banks, to redeem their circulation in coin. Under existing laws, 
National banks are required to deposit with the Treasurer of the United 
States lawful money of the United States sufficient to redeem their circulation, 
and the Treasurer is required to redeem said circulation in United States 
notes. See Section 3, Act of Congress, approved June 20, 1874; also Sections 
5,222, 5,224 and 5,226, Revised Statutes of the United States. 


Very respectfully, JoHN SHERMAN, Secretary. 





RECENT LEGAL DECISIONS. 


LEGAL MISCELLANY. 
[FROM THE AMERICAN LAW REVIEW. | 
DIGEST OF CASES IN BANKRUPTCY. 


BANKRUPT.—1I. The bankrupt, until the appointment of an assignee, is a 
trustee of his estate for the benefit of creditors.—Jz re Battey, 16 N. B. R. 
(Mass. Dist.) 397. ; . 

2. And if he is indorser upon notes maturing before such appointment can 
be made he may waive demand and notice.—/é. 

3. And it would seem that he might, without leave of court, begin any 
suits that are necessary to save the. Statute of Limitations, or are otherwise of 
immediate urgency, though he cannot, without suit, receive payment.—/ézd. 

CONVERSION.—The defendant, a National bank, claimed a lien on certain 
shares of its stock, owned by the bankrupt, under its by-laws, to secure an 
indebtedness due it from the bankrupt, and refused to give the assignee a 
certificate for those shares, who thereupon brought an action for their value. 

Held, That a judgment for conversion, since it vests the title in the wrong- 
doer, could not be entered in this action, as the bank could not hold the 
title to the shares under the National Bank Act.—JWeyers vs. Valley National 
Bank, (E. D. Mo.,) 18 N. B. R. 34. 


PromissoORY NOTES.—1I. Where the holder of accommodation paper, know- 
ing it to be such, enters into and signs a resolution of composition in proceed- 
ings in bankruptcy, instituted against the indorsers, the maker is not thereby 
discharged from his liability.—Guild vs, Butler, 16 N. B. R., (Sup. Ct. Mass.) 
47. 
' 4 The bankrupt, nearly a year before the petition was filed, left for col- 
lection with his attorney a note signed by a third party, and afterwards drew 
several orders on him for payment out of the proceeds of the note, which 
were accepted. //e/d, That the several holders of the orders were entitled to 
be paid out of such proceeds in preference to the assignee.—Jxz re Smith, 16 
N. B. R. (Mass. Dist.) 399. 

3. A note given upon the consideration, or with the intent specified in 
section 35 of the Bankrupt Act is void, even in the hands of a dona fide pur- 
chaser, as no reservation is made in favor of innocent holders of negotiable 
paper made in violation of that law. Giving a note indorsed by a third party 
on account of an indebtedness is not a fraudulent preference.— Dalrymple vs. 
Hillenbrand, (N. ¥. Ct. App.,) 17 N. B. R. 434. 

4. Defendant indorsed a note for the accommodation of A Bros., against 
whom proceedings in bankruptcy were pending, such proceedings having been 
commenced while A Bros. were endeavoring to effect a compromise with their 
creditors, which was accepted after the note was given. A Bros. gave the 
note to © Bros. for a debt due them, which was transferred to the defend- 
ant; and the plaintiff purchased the note before maturity, and without notice 
of any defect. In defense of the action on the note, defendant set up that it 
was used in violation of a condition imposed by him when he indorsed the 
note; that a compromise should first be made with all the creditors; also, that 
it was given on a secret understanding in fraud of the compromise. /e/d, 
Not to constitute a valid defense against the plaintiff.—/d/d. 

5. Notes given by factors by way of advances to their principals, on the 
credit of goods consigned, are business paper, and not accommodation paper. 
—In re Many, (S. D. N. Y.,) 17 N. B. R. 514. 

6. An indorser on a note is, in any event, liable to his indorsee, only for 
the amount actually paid by the indorser, with lawful interest thereon, and 
not for the face value of the note.—J/did. 
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Proor.—1. Where all the members of one firm are partners in another 
firm, they cannot prove its debt against the latter firm.—/n# re Savage, 16 N. 
B. R. (N. D. N. Y.) 368 

2. P & H composed a firm, and they were also partners in the firm of 
S & Co. P & H drew drafts upon S, an individual member of the latter 
firm. These drafts were discounted by a bank. //e/d, upon the bankruptcy of 
S & Co., the bank could not prove its claim on the drafts against the firm 
estate, but must look to the separate estate of S.—ZJtid. 

3. Where notes were exchanged, the holder of a note offering to prove 
against C as indorser, must deduct the amount of dividend received from the 
maker.—/nx re Cochrane, 16 N. B. R. (Mass. Dist.) 432. 

4. The holder of a bill or note may prove it in full against the party 
primarily liable upon it, notwithstanding he may have received a part or all of 
the amount from a surety or guasi surety.—J/bid. 

A former partner, or a joint covenantor with the bankrupt, who is liable 
for joint debts, and pays them, may prove the amount against the assets of 
his former partner, or of his co-contractors.—/n re Whiting, 16 N. B. R. 
( Mass. Dist.) 497. 

6. A note was signed by one member of the firm, and indorsed by the 
firm. Before its maturity, the partners were made joint bankrupts. //e/d, that 
the note could be proved against the joint assets, without protest and notice 
of its dishonor.—/x re Paul, 16 N. B. R. ( Mass. Dist.) 476. 

Usury.—1I. Notes made by the bankrupts were placed by the parties for 
whose accommodation they were made, in the hands of a broker, for sale, as 
business paper. The broker enclosed the notes to a trust company in Con- 
necticut, asking if it would take them. The trust company returned a check 
on New York for the amount of the notes, less a discount of ten per cent. 
‘eld, that the notes were governed by the law of New York, that they had 
their inception when negotiated to the trust company, and were usurious and 
void.—Jn re Dodge, (S. D. N. Y,) 17 N. B. R. 504. 

2. An assignee who moves to expunge a claim on the ground of usury, 
alleging that the note on which the claim is founded was made or indorsed by 
the bankrupt, for the accommodation of another, and took its inception in the 
hands of the present holder, who obtained the same at a discount of more 
than the legal rate of interest, must show clearly that the note was accommo- 
dation paper.—/u re Many, (S. D. N. Y.,) 17 N. B. R. 514. 

3. When it appeared that the bankrupts were factors for a corporation, 
received goods on consignment for sale on commission, and habitually gave 
their notes to the corporation, by way of advances on consignments, and it 
appeared that some of the notes on which the claim was based were of that 
description, and were purchased by the present holder from one of the bank- 
rupts, who was also treasurer of the corporation, at a discount of eighteen 
per cent. per annum, but it was not shown that any of these notes were given 
for an excess over the value of goods consigned. //e/d, that the assignee had 
not shown these notes to be accommodation paper.—/éid. 


Set-OFrFr.—1. Upon the bankruptcy of a depositor in a bank, his deposit 
becomes a security for the payment of the bankrupt’s debt to the ‘bank ; but 
if the bank held mere contingent debts or liabilities, or a claim for unliqui- 
dated damages arising by contract, the deposit must be left in its hands until 
it could be ascertained what its probable debts would be, and then it might 
be used in set-off.—Ju re North, 16 N. B. R. (Mass. Dist.) 420. 

z. The bankrupt in a composition case stands, as to set-off, in the positien 
of an assignee, if none has been appointed.—/d/d. 

3. The deposit of a bankrupt in a bank is to be set-off against the aggre- 
gate debt of the bank, not including any notes upon which the bankrupt is 
surety, unless the principals are insolvent.—/did. 


Taxes.—Funds in the hands of an assignee are subject to State taxation.— 
In ve Mitchell, 16 N. B. R. (Mass. Dist.) 535. 
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BOOK NOTICES. 


Resumption and the Silver Question: Embracing a Sketch of the Coinage and of 
the Legal Tender Currencies of the United States and other Nations, A 
Hand-Book for the Times. By I[ENry V. Poor, 1 vol., Crown 8vo. 
New York: H. V. & H. W. Poor, 1878. 

This volume 1s the second book by Hi. V. Poor, on the same general sub- 
ject, issued within a short time. Mr. Poor writes warmly against silver and 
against irredeemable greenbacks, and he is also decidedly opposed to any 
redeemable greenbacks which are invested with the function of being legal 
tender. His proposal is, to deprive the present greenbacks of the quality of 
being a tender, as to any debts contracted after January 1, 1880, and to pro- 
vide for withdrawing them from circulation by funding them in a_four-per- 
cent. bond. He has no faith in what he describes as the resumption plan of 
Secretary Sherman. He also insists that bank notes ought to be based upon 
large reserves of actual gold. The changes which Mr. Poor proposes in the 
existing policy of the country are very great and radical, and he probably does 
not expect their immediate adoption. 


The Silver Question. By GkORGE M. WeEsTON. New York: I. S. Homans, 
Publisher, 1878. 8vo. pp. 300. 

In this volume, the author discusses the nature of metallic standards, the 
effect of a single standard on the volume of money, and the views urged in 
favor of the absolute superiority of the gold standard. He considers and com- 
bats the theory that the adoption of a gold standard by Europe compels its 
adoption by the United States, and presents a history of the demonetization of 
silver in this country. Mr. Weston is a strenuous advocate of the free coinage 
of silver by the United States, and argues the importance of this measure to 
the producers of exportable agricultural staples. He discusses, also, the European 
situation and the recent Conference. There are appended a number of papers 
which treat of the legal-tender power of silver, the effects of its demonetization, 
the disastrous results of diminishing money and falling prices, and of various 
other topics which bear upon the questions at issue and the arguments advanced, 
An extract from this work will be found in our present number. 

In his treatment of the silver; question Mr, Weston avoids statistics, as well 
as dry historical references, which are to be studied in such works as that of 
Jacobs on The Precious Metals, as well as the later reports of the British and 
the United States Silver Commissions. As Secretary of the latter, Mr. Weston 
has earned prominence for his ability in research and investigation. In the 
present work, he presents in a clear and vigorous manner the claims of the 
bi-metallists of this country for the full restoration of silver as the peer and 
complement of gold as money. 

3! ; 
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INQUIRIES OF CORRESPONDENTS. 


“ADDRESSED TO THE EpIroR OF THE BANKER’S MAGAZINE. 


I. IRREGULAR ACCEPTANCE. 


We receive from a correspondent a draft on John Smith, dated November 
6th, which reads: ‘In ten days, pay to the order of, etc.” When presented 
to Smith he writes across its face, ‘‘Accepted payable in ten days. November 
13, 1878. John Smith.” Does this draft mature November 16-19, or 23-26? 


RepLy.—The bill is prima facie payable in ten days from its date; and, if 
the acceptance had been simply in the words ‘accepted, Nov. 13th, 1878, 
John Smith,” it would have been an acceptance according to the tenor of the 
bill, and due Nov. 16-19. The acceptor, however, has added the words 
‘‘payable in ten days, etc.,” and if it be held that this acceptance is due 
Nov. 16-19, those words have no meaning and are mere surplusage. But the 
acceptance should be so construed that, if possible, effect shall be given to all 
the words used; and giving effect to all the words, the only possible con- 
struction of the acceptance is, that it imports a promise to pay in ten days 
from the date of the acceptance. It is, therefore, due Nov. 23-26. 


II. ‘*No Protest” TICKETS. 


Can you refer me to any authority showing that a printed ‘* No Protest” 
slip pinned to a draft, is not sufficient instruction to warrant me in omitting 
protest in case the draft is not honored? 


RepLy.—We are of the same opinion which we gave in March last, that 
a printed ‘‘No Protest” slip pinned to a draft, is not of itself, and without 
proof that it was so pinned by the holder, sufficient authority for not pro- 
testing the paper. It has been repeatedly decided that a waiver of protest 
may be made ‘‘upon a separate paper, written prior to, contemporaneously 
with, or subsequent to the indorsement.” But there must be evidence that 
a **No Protest” slip was attached to a draft by the holder, or his authorized 
agent, and it is not safe to act without written evidence of that essential 
fact. We are not aware that there has been a judicial decision upon that 
point, but upon general legal principles the question seems to be free from doubt. 

Upon inquiry of several banks in this city, we find, nevertheless, that 
it is their usual custom to obey such tickets, whether supported or not by 
written instructions, unless the amount of the draft is large. In the latter 
case the risk would not be taken. 


III. OVERDRAFTS AND COLLATERAL SECURITY. 


A depositor gives a note with ——o indorser as security for over- 
draft. Before maturity of note he overdraws full amount, re-deposits and again 
draws full amount. Is the overdraft properly secured by said note? 


RepLy.—This will depend upon the agreement made when the security 
was given. If for the then existing overdraft only, the contract is ended when 
such overdraft has been made good, To cover any future overdraft, a stipula- 
tion to that effect should have been given. 
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Notice.—The BANKER’s ALMANAC AND REGISTER for 1879 is now in prepar- 
ation, and will appear at the usual time in January. The prospectus will be 
found at the beginning of this number, In addition to the improvements 
therein announced, the capital of banks will be so stated as to indicate when 
it is from official reports and when derived from other sources. 

Bankers are requested to forward to this office, as early as possible, any 
information of further changes which should be made in the new lists. 

The price of the work is Three Dollars. Subscribers will receive also a July 
edition, as in 1878. Orders for the Cards of Banks and Bankers will be 
received up to December 2oth. I. S. Homans, Pudlisher. 


THE BALANCE OF TRADE—From the latest monthly statement of the Chief of 
the Bureau of Statistics to the Secretary of the Treasury, the excess of exports 
over imports of merchandise appears to have been as follows : 

For the month ended October 31, 1878..++--eeceeecee cocccccscoeccees $ 27,743,464 
Same month in 1877 17,731,155 

A comparison of the exports and imports of gold and silver coin and bullion 

exhibits the following : 
For the month ended October 31, 1878, excess of imports. $ 2,096,807 
For the same month in 1877, excess of exports 293,169 
‘Ten months ended October 31, 1878, excess of imports........++++-e08 2,416,261 
Same period in 1877, excess of exports 24,999,949 

The balance of merchandise exports over merchandise imports for the fiscal 
year ending June 30, 1878, was 258 million dollars. For each of the first four 
months of the present fiscal year, there has been an increase in the favorable 
balance, as compared with the corresponding month of last year as follows : 

Increased balance. 
$ 13,041,145 
18,624,568 
5,016,928 
10,012,309 


Total .cccccccccccccccccccccecccctcccccceseccccccesescces coccccee $ 46,694,950 
Even if the balances for the next eight months should be only the same as 
last year, the total favorable balance for the year will be 304 million dollars, 


SMALL NoTEs AND COINAGE.—On the Ist of November, 1878, there were 


outstanding the following small notes : 
National bank notes. Greenbacks. 


COGS v0 ccccaanedeads deems eemwenss siaeisebunncenes $ 4,284,219 sees $$$ 20,368,531 
Es ccckeUeatad dbmicednn wdebebeanceneetsaemosme oe 2,582,146 seee 20,332,920 


The total number of standard silver dollars coined since their remonetization 
up to and including the 23d instant is 19,814,651. Of this number about ten 
and a half millions are in the United States Treasury, some 4,200,000 are in 
the Mint vaults, and the balance, a little over five millions, is in general circu- 
lation. The first coinage under the Remonetization Act of last session was on 


the 13th of March. 


THE FISHERIES AWARD.—The United States Government paid, on Novem- 
ber 23d, to the British Government in London, the $5,500,000 required by 
the Halifax award. The payment was made by sterling exchange to the amount 
of about £ 1, 100,000. 
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CaLLs OF FIVE-TWENTY BoNnpDs.—The_ seventy-second call, being for 
$5,000,000 consols of 1865, was issued by the Treasury Department on 
November 16th. The principal and interest will be paid at the Treasury on and 
after February 16, 1879; interest will cease on that day. The numbers are as 
follows, all inclusive : 

Coupon Bonds.—$100, Nos. 140,001 to 142,000; $500, Nos. 99,001 to 
102,000 ; $1,000, Nos. 193,001 to 197,000. Total coupon, $2,000,000. 

Registered Bonds. —$ 50, Nos. 2,486 to 2,493; $100, Nos. 19,151 to 19,222; 
$ 500, Nos. 11,251 to 11,279; $1,000, Nos. 38,651 to 39,000; $5,000, Nos, 
12,101 to 12,350; $10,000, Nos. 23,541 to 24,120. Total registered, $ 3,000,000, 
Aggregate, $5,000,000. The calls now outstanding are as follows : 

Call, Date of Call, Matures. Amount. 
7o peas September 4 save December 4 
71 ee September 16 owes December 16 
72 aaa November 16 re February 16 maa 5,000,000 


This reduces the amount uncalled, of the consols of 1865, to $26,085,750. 


REDUCTIONS OF CAPITAL CONTINUED.—The Gallatin National Bank has 
decided to reduce its capital from $ 1,500,000 to $ 1,000,000. The stockholders 
will receive $ 500,000 in cash, but the surplus of about $670,000 will remain 
in the business. In 1873 the surplus of the bank was $675,000; in June, 1878, 
it was $672,000, showing a total loss in five years of only $3,000. Including 
this reduction, a total of about $21,000,000 capital has been withdrawn 
from the banking business in this city since 1873. 


THE GREAT BANK ROBBERY.—On the morning of Sunday, October 27, the 
Manhattan Savings Institution, corner of Broadway and Bleecker street, New 
York, was robbed by burglars of $11,000 in cash and a large amount of secu- 
rities, The janitor of the bank stated to the police that at ten minutes past 
six o'clock, while he was dressing, seven masked men rushed into his room 
and handcuffed him and his wife, and ordered him to surrender the keys of 
the bank. They presented pistols, threatened to kill any one who made an 
outcry, and then carried the janitor into another room where, by threats of 
instant death, they forced him to deliver up the keys to the street doors, 
With these, four went down stairs, leaving three on guard in his room. At 
nine o’clock one of the men from down stairs returned, and after whispered 
consultation they all descended. The janitor then went into the hall, and 
seeing nobody, gave the alarm. 

The fact that the outer doors of the vault were unharmed, even without a 
scratch, led Superintendent Walling to ask several searching questions, and 
Wertel made the extraordinary statement that, under threat of instant death, 
he had given to the robbers the combination unlocking the doors of the vault. 

In the vault were a large number of tin boxes containing valuabies which 
had been deposited by customers of the institution. These were broken open 
and their contents taken. There were also four safes containing the securities 
and cash of the bank. Two of these were broken open and 11,000 in cash 
and a large amount of valuable securities taken. 

The officers of the bank say that the combination was given to the janitor 
several months ago to enable him to take the books from the vault and have 
them ready for business by the time the clerks arrived. 

The following is the statement of the officers: 

The Manhattan Savings Institution was, on the morning of Sunday, October 
27, robbed of securities to the amount of $2,747,700, of which $2,506,700 
are registered in the name of the institution and are not negotiable, and 
$168,000. are made payable to it, and &73,000 are in coupon bonds and 
$11,000 in cash. For the purpose of preventing loss to depositors it is deemed 
advisable that no payments be made without sixty days’ notice, as provided by 
the by-laws of the institution. EDWARD SCHELL, President, 

New York, October 27, 1878. CHALES F. ALVoRD, Secretary. 

Among the stolen securities are $1,396,000 in United States bonds, $ 30,000 
in New York State bonds, $874,000 in New York city and county bonds, and 
$25,000 Brooklyn water loan bonds. 

A four weeks’ search has resulted in no discovery of the robbers or their 
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booty. The audacity of this robbery, and its extent, have startled the com- 
munity, while the fact that the janitor was allowed to know the combination 
of the vault lock is no less surprising. 


SAFETY OF REMITTANCES BY MAIL.—The report of the Chief Special Agent 
of the Post Office Department, exhibits the investigation, during the past year, 
of 14,511 cases. Of 1,957 registered letters reported lost in transit, 1,117 were 
recovered without loss, and of the 840 actually lost, the value of 304, amount- 
ing to $6,248.12, were recovered from the robbers and restored to the rightful 
owners. The number of registered letters sent during the year was 4,998,804 ; 
the number lost to the remitters was 536, or less than one letter in every 9,000. 

PURCHASE OF GOLD BULLION.—On November 11th, the Treasury Depart- 
ment commenced the purchase of gold bullion at Denver, Col., buying it 
directly from the miners. The bullion is paid for in greenbacks, the purchase 
during the week amounting to $15,000. The Department expects to buy at 
least $20,000 a week for some time, and when the plan becomes known, to 
extend its purchase to all the gold of the Black Hills country. Heretofore, the 
miners have been selling their gold to brokers, paying them heavy charges in 
addition to the rates of transportation. 


FAILURES.—The German-American National Bank and the German-American 
Savings Bank in Washington both suspended on October 31. The German- 
American National Bank grew out of the other, and was organized in May, 
1877, with $130,000 capital. It is said the Savings bank was the cause of the 
trouble, it having been unable to realize on loans on real estate. B. U. Keyser, 
the examiner and receiver of the German National Bank, reports that its lia- 
bilities are $293,634, and its assets $294,350. In addition to the assets the 
personal liabilities are estimated at $ 100,000. 

Joseph E. Hemann & Co., bankers, of Cincinnati, suspended on October 
3ist_ The bank had been paying six per cent. interest on current deposits, 
and having experienced a steady drain for some time past, its suspension was 
inevitable. The liabilities are reported at $268,000; the assets at $133,000, 
of which only $86,000 are considered available. 

The United German Savings Bank of Baltimore suspended payment on 
November 9, requiring thirty days’ notice from its depositors. A run on the 
bank was the cause. Its deposits are stated at $128,000, its nominal assets, 
at $212,000, ‘‘of which $132,000 are good.” On November 15th, Judge 
Gilmore appointed Isidor Rayner, H. Wells Rusk and Thomas R. Clendennin 
receivers of the bank, fixing the bonds at $ 50,000 each. 

MASSACHUSETTS.—At a meeting of the fifty banks associated in the Boston 
Clearing House, held November 15th, to consider the matter of resumption, 
resolutions were unanimously adopted ratifying the action of the New York 
bankers on November 12, and pledging the Boston Association to the same 
procedure on and after the 1st of January next. 


New YorkK.—The Merchants and Mechanics’ State Bank of Troy was closed 
October 31, by the State Bank Superintendent. Mr. Lamb, in his report to 
the Attorney-General, says : 

“The result of this examination is a great surprise, in view of the character 
of the managers of the bank, and the reports which they have sworn to and 
sent to the Superintendent of this Department for a long time. The bank is, 
in my judgment, hopelessly and remedilessly insolvent. In evidence of this, I 
append hereunto the report of the Examiner, which shows an apparent deficit 
of $ 465,664.64. Further, I regret to add that the Examiner reports that the 
officers have been guilty of grave irregularities in the transactions of the bank, 
and have in their sworn reports concealed from the Bank Superintendent, by 
false or equivocal statements, the true condition of the bank. 

‘*The Examiner finds in particular that deceptive devices were adopted by 
such officers in September, 1877, to evade the searching inquiries then first 
made of the State banks in the schedules which I attached to blank forms for 
reports of such banks. It is only by such untruthful devices that the actual 
condition of this bank has been concealed for a year from me. I am convinced 
that the financial condition of this corporation is beyond any practical remedy 
for restoring it to soundness.” 
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REPORTS AND INVESTMENTS OF STATE BANKS.—The following circular letter 
to the banks of New York State was issued on November 25, by Mr. Lamb, 
Acting Superintendent of the Bank Department : 

‘The question having been raised respecting the power of the superintendent 
of the bank department in prescribing the forms for the quarterly reports of the 
State banks, which have been in use since September, 1877, I submitted the 
case to the Attorney-General. His conclusions are stated in the opinion which 
I subjoin. From the examination of the statutes I came to the conclusion 
that it is not lawful for banking associations or banks, organized under the laws 
of the State, to purchase, for the purpose of investment, other stocks or bonds 
than those issued by the State of New York or of the United States. This 
judgment is sustained by the opinion of the Attorney-General. It will of 
course be the duty of the bank superintendent to maintain the lawful rule 
thus established in regard to investments in stocks or bonds by banks, so long 
as the laws regulating the banks and banking associations remain as they now are.” 


The Attorney-General, Mr. Schoonmaker, in the opinion referred to by 
Superintendent Lamb, says he is of opinion that the new forms for quarterly 
reports from banks, banking institutions and individual bankers ‘‘are not e- 
yond the purview of the statute, but that the facts required to be reported 
may properly be called for by the Superintendent.” After some reference to 
the laws, the Attorney-General says : 

‘“*The object of these reports is to furnish the Superintendent, who is the 
supervising representative of the State, with accurate and detailed information 
concerning the condition of the bank. The statute requires a true statement in 
respect to the various items and particulars enumerated. Manifestly the Super- 
intendent must determine how full and detailed the statement must be to 
inform him satisfactorily of the condition of the bank. Mere general statements 
can give him no useful information. The statute contemplates a complete dis- 
closure of its affairs on the part of the bank. The forms prescribed call for no 
more than seems essential to a thorough and necessary knowledge of the bank. 

**In answer to your second inquiry respecting the investments which may law- 
fully be made by State banks, I am of opinion that they can only invest in the 
stocks, bonds or other securities expressly authorized by the statute. Corpora- 
tions can only exercise the powers granted to them by law, and without a grant 
of power to a banking institution to invest in other securities, it has no right to 
do so. The only investments now authorized by law are stocks of the United 
States and of the State of New York.” 


CanapA.—The following dividends have been declared for the half year 
ending with November: Bank of Hamilton, 4 per cent.; Bank of Ottawa, 3% 
per cent.; Canadian Bank of Commerce, 4 per cent.; Consolidated Bank, 3 
per cent ; Federal Bank, 3144 per cent ; Merchants’ Bank of Canada, 313 per 
cent.; Molsons’ Bank, 4 per cent.; Ontario Bank, 3 per cent.; Quebec Dank, 
3 per cent. 


Prince F-dward Island —The Merchants Bank of P, E. IL, at Charlottetown, 
which suspended payment on October roth, has resumed business. The direct- 
ors and shareholders agreed to pay into the bank the sum of $85,000, which 
is more than enough to cover its losses and place the bank in a good condition. 


AWKWARD INCIDENT.—The officers of the Winnipeg (Manitoba) branch of 
the Bank of Montreal, thought it expedient, a few weeks since, to change the 
combination of their safe. After the change they were unable to open the 
safe for a whole week, and were obliged to send to St. Paul for an expert to 
relieve them from their difficulty. a 


Aproit THEFrt.—The Lille Branch of the Bank of France lately had 219,000 
francs in notes mysteriously abstracted from a pigeon-hole above the counter, 
and all the clerk knew about it was that his attention had, shortly before the 
discovery, been occupied by a stranger asking some trivial questions. 





NEW BANKS AND BANKERS. 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from November No., page 398.) 


State. Placeand Capital. Bank or Banker. NV. ¥. Correspondent and Cashier. 
CoL.... Fort Collins... Poudre Valley B’k, (Stover & Sheldon) Kountze Brothers, 
| apes Mt. Sterling.... First Nat’] Bank, (2402)... isineaeces 

$ 50,000 Elias F. Crane, /r. Fred’k D. Crane, Cas. 

” . German Sav. Inst. (Henry Geise ) Imp. & Tra. Nat’l B’k, 
Kansas, Minneapolis.... J. R. Penniman Commercial N. B., Chicago. 
Micu... Caro........... Tuscola Co. B’k, (John F. Seeley) Fifth Avenue Bank, 
NEB.... Fairmont Fillmore County Bank.... Union National Bank, Chicago, 

$ 15,000 J. O. Chase, Pr. J. B. Chase, Cas. 
N. Y.... Little Falls...... Nat. Herkimer Co. B. (2400) Metropolitan & Nat’l Park B’ks, 
$125,000 Albert G. Story Pr. William G. Milligan, Cas. 
National State Bank (2401) Nat’! Park and First National. 
$60,000 Samuel H. Fox, Pr. Austin B. French, Cas. 
.. Silver Creek... Huntley, Holcomb & Heine Third National Bank, 
PENN... New Milford... Summers & Hayden Irving National Bank. 
Texas.. Round Rock... Bank of Commerce, (J. T. Harris & Co.) Kountze Brothers. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Authorized to November 27, 1878.) 


— Capital,———~ 
No Name and Place. President and Cashier. Authorized, Paid. 
2400 Nat'l Herkimer County Bank.. Albert G. Story.... ..... $ 250,000 
Little Falls, N. Y. William G. Milligan. $ 100,000 
2401 National State Bank.......... ee | eee 60,000 
Oneida, N. Y. Austin B, French, 60,000 
2402 First National Bank .. Elias F. P 50,000 
Mt, Sterling, ILL. Fred’k D, Crane. 50,000 


LEGAL LIABILITY IN STOCK TRANSFERS.—The Massachusetts Supreme Court 
has, by a recent decision established the principle that where the holder of a 
certificate of stock appears on its face to be not the absolute owner of the 
stock, but to hold it by such title that he may not have authority to transfer, 
the corporation is liable for neglect to make due inquiry into his authority to 
make the trausfer. The case which brought out this decision was one where 
the trustee of an estate transferred some stock in the Salisbury mills. He held 
his appointment under a written instrument which empowered him to invest and 
re-invest the funds held in trust, with the provision that if the beneficiary of the 
trust was in the United States at the time of any transfer of stock she must 
give her consent. The corporation honored the trustee’s order to transfer with- 
out examining the condition of his deed of trust, and as the beneficiary of the 
trust was in the country at the time and was not consulted, the corporation was 
sued for the value of the stock and has to pay it. This decision is to be wel- 
comed as making it a little more difficult than before for dishonest and incom- 


petent trustees to make way with trust funds in their possession. 
—Springheld ( Mass.) Union. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from November No., page 399.) 


Bank and Place. Elected, In place of 
. City National Bank, Selma.... Albert G. Parrish, Cas... J. W. Love. 


. Bank British Columbia, Fred’k Townsend, Mgr. l onas : 
San Pineal after Jan. 1. § W. H. Tillinghast. 
. Merced Bank, Merced ye ge id ‘- ps os 
... Merchants’ Bank, Atlanta James Henry Porter, Cas. C. W. Henderson, 
. Commercial Bank, Augusta.... John A. Bell, Cas J. C. Fargo. 
Workingmen’s Banking Co., } : 
East St. Louis { George W. Dausch, Cas.. W. A. Witte. 
.... Will Co. Nat’l Bank, Joliet.... John J. Akin, Ass’¢ Cas.. 
..- Merch. Nat’l Bank, Burlington. H. C. Garrett, Ac?’g Cas. E. McKitterick. 
First National Bank, Louisville. Frank P. Schmitt, Act’g during tliness ofCas. 
.. National Bank of Somerset . . . H. H. Gibson, Pr J. M. Perkins. 
... First Ward Nat’! Bank, Becton. Charles R. McLean, Pr.. W. E. Sturtevant. 
... Mount Vernon Nat. B’k, Boston Daniel H. Belknap, Cas.. H. W. Perkins. 
... Cape Ann Nat 1B’k, Gloucester. Henry Center, Act’g dur ing absence of Cas. 
. Plymouth Nat. Bank, Plymouth J. J. Russell, Pr. pro tem. W. T. Davis. 
Valley National Bank, ( S. E. Hoffman, Pr J. A. J. Aderton. 
St. Louis } George H. Goddard, V. P. M. J. Lipman. 
.. Waverly Bank, Waverly.. . James W. Goodwin, Pr.. J. M. Hopkins. 
. North Ward Nat’! B’k, Newark. Wm. H. Faull, Act’g Cas. A. Somerville. 
First National Bank, Santa Fe. R. J. Palen, Ass’¢ Cas... S. B. Wheelock. 
... First National Bank, Bellaire... John T. Mercer, Pr A. W. Anderson. 
.. Merch, Nat’l Bank, Cleveland. . E. R. Perkins, Cas...... W. L. Cutter. 
iN... City Nat’l Bank, Philadelphia.. John Baird, Pr T. Potter.* 
. Pittsburgh Nat’l Bank of ) Joseph H. Hill, Pr A. Patterson. 
Commerce, Pittsburgh { Charles I. Wade, Cas.... J. H. Hill. 
.. First National Bank, Lebanon.. Horace Brock, Cas G. D. Coleman. 
. First Nat’l Bank, New Castle... William S. Foltz, Pr.... S. Foltz.* 


. Farmers & Drov. Se. { William T. Lantz, Cas... D. Crawford. 


* Deceased. 


THE PREMIUM ON GOLD AT NEW YORK. 


OcTOBER—NoVEMBER, 1878, 
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DISSOLUTIONS, ETC. 


DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from November No., page 400.) 


. Thompsonville. Thompsonville Savings Bank; enjoined. 


. Washington ... German-American National Bank; B. U. Keyser, Recezver. 
” ... German-American Savings Bank; suspended. 


Atlanta City Bank of Atlanta ; suspended. 
Joliet Knowlton, Higinbotham & Co.; withrawing from business, 


. Auburn First National Bank; resumed business, October 25. 
. Indianapolis... Lemon & King; closing. 


™ Lenox Bank; closed. Consolidated with Bedford Bank. 
.. Missouri Valley. J. S. Wattles; failed. 
. Moulton A. J. Morrison & Co.; assigned. 


R. B. Ratcliff; closed. 
. Baltimore United German Bank; Receivers appointed. 
. Carson City.... W. H. Acker; removed to Richmond. 
G. L. Henderson & Co.; failed. 
. Pioche State Bank of Nevada; closed. 
. Jersey City Mechanics & Laborers’ Bank; closed. 
Merchants & Mechanics’ Bank; closed by Attorney-General. 


. Cincinnati...... Joseph A. Hemann & Co.; failed. 
Bellaire Cowen, Sheets & Co.; failed. 


Tamaqua First National Bank; resumed business November 16. 
Hempstead .... R. P. Faddis; will discontinue, December 31. 


eee 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from November No., page 400.) 


. Bellevue W. L. Redmond & Co.; succeeded by Bank of Bellevue, 
(B. W. Seaward). 


F. A. Hawley & Co.; admit George F. Lord, Jr. 
W. H. Stone & Co.; succeeded by Smith & Tobey. 
Manufacturers’ Bank; merged in Valley National Bank. 
North Platte... McDonald & Walker; now Charles McDonald. 
. Little Falls.... Herkimer County National Bank; succeeded by National 
Herkimer County Bank. Same officers. 
State Bank; now National State Bank. Same officers. 
r Gilmore & Co.; merged in National Bank of Cowmerce. 
... New Castle.... Foltz & Sons; Samuel Foltz deceased. No change of title. 
. Wilkes-Barre .. Bennett, Phelps & Co.; Ziba Bennett deceased. No change 
of title. 


ed 


Wanted 
A situation in a bank is desired by a young gentleman who has had eight 
years’ experience as bookkeeper and teller in both National and Savings banks. 


Undoubted references as to competency and character will be furnished. 
Address ** W,” care BANKER’S MAGAZINE. 
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NATIONAL-BANK: AND LEGAL-TENDER NOTES. 


STATEMENT of the Comptroller of the Currency, showing Issue and Retire- 
ment of NATIONAL-BANK Notes and LEGAL-TENDER NOTES, November 1, 


NATIONAL-BANK NOTES 

Outstanding when act of June 20, 1874, was passed.........00+ $ 349, 894, 182 
Issued from June 20, 1874, to January 14, 1875.... $4,734,500 
Redeemed and retired between same dates.......... ocse 
Increase from June 20, 1874, to January 14, 1875 1,967,268 
Outstanding January 14, 1875.........ssesseeeeees Lakabscensaithaacsneaeoes see B 351,861,450 
Redeemed and retired from Jan. 14, 1875, to date. $ 71,328,733 
Surrendered between same dates... .......ss+008 sade 10,218,992 

Total redeemed and surrendered 81,547,725 
Issued between same dates. .occiccccccssccccescsecscsesccsees 50,678,070 


Decrease from. January 14, 1875, to date 30, 869,655 
CNMAREING OU GANG sikcasiscsinccsccsencesocscess $ 320,991,795 


Greenbacks on deposit in the Treasury, June 20, 1874, to retire 
notes of insolvent and liquidating banks........ccccccscsecessceseees eos = B 3,813,675 

Greenbacks deposited from June 20, 1874, to date, to retire 
OURO TE Gis iisciscn asiccnsndiccnncidndnccceiesseishabiasecabeinie teense 79,910,488 
"NOUGE GODOENS s sscccccicisnsorsancavsncees echinacea $3,724, 163 

National-bank Circulation redeemed by Treasurer between same 
dates without re-issue........cccescsee sc esciaiacaialadinci tdialasacashas 74,095,965 
Greenbacks on deposit at date.......000088 9,628,198 


Greenbacks retired under act of January 14, 1875...... oneseresccescsse “$ 35,318,984 
Greenbacks outstanding at date...........scccccccccscccccsece sagcasnienneneke 346,681,016 
Joun JAY KNox, Comptroller of the Currency. 


—————————= 


TRANSFERS OF REGISTERED Bonps.—The following circular was issued by 
the Secretary of the Treasury on November 20: 

Hereafter the books of this department will be closed to the transfer of all 
the registered stock, whether held abroad or in the United States, of the five 
per centum funded loan of 1881, four-and-a-half per centum funded loan of 
1891, and four per centum consols of 1907, as follows : 

Five per centum 1881s on the evening of the last day of December, March, 
June and September. 

Four and one-half per centum 18gIs on the evening of the last day of 
January, April, July and October. 

Four per centum 1907s on the evening of the last day of February, May, 
August and November. 

The books will be reopened as follows: 

Five per centum 1881s on the morning of the first of February, May, August 
and November, 

Four-and-a-half per centum 1891s on the morning of the first of March, 
June, September and December. 

Four per centum 1907s on the morning of the first of April, July, October, 
and January. ‘ 

If bonds forwarded for transfer are not received prior to the date for 
closing the transfer books interest checks will be drawn in favor of the party 
in whose name the bonds stood at the closing, and the assignee must look to 
the assignor for the accrued interest for that quarter. 
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THE NATIONAL-BANK NOTE CIRCULATION. 


Statement of the Comptroller of the Currency, showing by States the amount 
of National-bank circulation issued, the amount of Legal-Tender Notes deposited 
in the United States Treasury to retire National-bank circulation, from June 
20, 1874, to November 1, 1878, and amount remaining on deposit at latter date. 

LeGat-TenpER Notes Deposirep TO 
Retire NATIONAL-BANK CIRCULATION, 
Additional SINCE JUNE 20, 1874. Legal Tenders 

STATES AND Pees: goon . ; = "5 rrlnawtaamta, = -_ . 

TE PTT cS. “ued since yr reademp- " a ww le ~o2 

TERRITORIES. Sar 20, 1874. tion of Notes Circulation Total Tomar at 

of Liguidat- under Act of Deposits. date. 

ing Banks. YFune 20, 1874. 
MAING is scessacsaces $1,379,680 . $41,200 . $600,000 . $641,200. $40,024 
New Hampshire. 499,265 . 27,400 . 10,800 , 38,200 . 2,030 

1,539:579 + 51,097 - 952,340 . 1,103,437 - 103,344 

Massachusetts..... 12,285,415 . 234,800 . 5,887,200 . 6,122,000. 261,183 
Rhode Island 523,350 - 32,350 - 617,385 . 649,735 - 21,230 
Connecticut 1,709,610 . 65,350 . 1,249,490 . 1,314,840 . 21,508 
New York 13,541,565 .1,840,0601 . 16,894,100 . 18,734,161 . 1,243,584 
New Jersey 1,415,655 . 119,260 . 1,093,940 . 1,213,200. 203,127 
Pennsylvania 6,735,920 . 965,811 . 5,524,786 . 6,490,597 . 700,691 
Delaware 155,275 - —. — . —— . 
Maryland _ 348,610 . 166,600 . 1,557,470 . 1,724,070. 239,874 
Dist. of Columbia. 453,900 . 393,164 . 427,500. 820,664. 68,671 
ViPGMNIA: ..c0ccss0sce 408,100 . 800,569 . 853,510 . 1,654,079. 250,121 
West Virginia..... 45,370 - 731,060 . 270,000. 1,001,060. 171,533 
North Carolina... 759,560 . —— . 886,585 . 886,585 103,720 
South Carolina.... 45,700 . 953,380 . 953,380. 61,025 


Georgia 352,930 . 287,725 : 437,075 - 725,400. 128,129 


Florida. 45,000 . — . —  . — . —— 
Alabama........0000 198,000. — . 94,500 . 94,500 . 688 
Mississippi — . — . —. —— « 506 
Louisiana 932,630 . 645,750 . 2,099,250 . 2,745,000 . 393,403 
116,100 . 4,000 . 229,340. 233,340. 135 
AsiQNe8S .6..5.500000 135,000 . —— . 135,000. 135,000. 18,523 
Kentucky 2,632,240 . 575,867 . 1,378,033 . 1,953,900. 433,150 
Tennessee 430,100 . 235,901 . 488,959. 724,860. 732277 
Missouri 254,050 . 808,310 . 3,544,410 . 4,352,720. 748,054 
i 1,388,240 . 1,403,319 . 2,397,762 . 3,801,081 . 905,238 
Indiana ..........++6 2,329,180 . 986,297 . 4,179,143 . 5,165,440. 924,643 
i 1,427,335 «1,350,274 . 6,134,906 . 7,485,180 . 905,983 
Michigan 735,710 . 337,500 . 1,903,790 . 2,241,290. 383,415 
Wisconsin. .....006 206,000 . 493,460 . 837,939 . 1,331,399. 270,041 
1,027,800 . 607,169 . 1,536,955 . 2,144,124. 342,342 
741,400 . 326,676 . 1,218,545 . 1,545,221 . 169,564 
ee eee 38,300 . 781,721 . 190,550. 972,271 . 336,444 
Nebraska .........0« 45,000 . 45,000 . 188,080 . 233,080. 39,464 
i — . — . —  . a 5 2,349 
DINE. « <cdnskccancs 54,000 . —. —— «6 ———- 5 a 
Colorado 392,400 . 125,083 . 149,400. 274,483. 33,939 
- I61,1I91 . 196,800. 357,991 . 27,156 

Washington P —— . — . — — 
Montana ‘ 2,000 . 45,000 . 47,000 . go 


Totals...... $55,412,570 $14,745,965 $65, 164,523 $9,628, 198 
Legal-tender notes deposited prior to June 20, 1874, 
and remaining at that date 3,813,675 


TAREE GORORE ssicsciccscaisancsscnieicisiansnasenasseas $83,724, 163 
JOHN JAy KNox, Comptroller of the Currency. 
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PUBLIC DEBT OF THE 


[ December, 


UNITED STATES. 


Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 

Oct. 1, 1873. 
Bonds at six per cent. ........ ecenrsecsesssoooscce % 713,494,900 
ROIS BE TOD DOP COI. cisticissscenccnionsesessese 703,266,650 
Bonds at four and a-half per cent 250,000,000 
Bonds at four per cent 151,500,000 
yy | Ppereerererrerrerrerercrerrerrrerrrrtrey fe Ts 
We NBs sancsinnecancsossnassdye ddduaasannonses 27,551,158 


Dest BEARING INTEREST IN LAWFUL MONEY, 


$ 14,000,000 
105,000 


Navy pension fund at three per cent......... 
Interest 


DEBT ON WHICH INTEREST HAS CEASED.... 
Interest 


$ 12. 524,690 
3739585 

Dest BEARING NO INTEREST. 

% 346,743,096 
40,710,000 
16,297,429 
34,674,670 


Old demand and legal-tender notes 

Certificates of deposit 

Fractional currency 

COND COMIC sccreccsccscsinascnnnsessiscbscnsss.s 

$438,425, 195 
91547 


Total principal 

‘« interest 
ORE GAME cnrcsrinssscisneontitsninessisccsncecssnioeeeneae 
Interest 23,039,290 


Tora. Dest, principal and interest $2, 311,250,726 


CASH IN THE TREASURY. 
Coin $ 232,659,646 
Currency 1,972,593 
** held to redeem fractional currency. 10,000,000 
Special deposit held for redemption of cer- 
tificates of deposit, as provided by law.... 40, 7 10,000 


# 285,342,240 


Debt, less cash in the Treasury, Oct. 1, 1878 $2,025,908, 486 
46 a6 es Nov. 1, 1878 —— 

Decrease of debt during the past month..... % 3,196,534 

Decrease of debt since June 30, 1878........ 9,878, 345 


Nov. 1, 1478 
$ 693, 396,950 

703,266,650 

250,000, 000 
160, 500,000 


-» $1,807, 163,600 


28, 369, 597 


$ 14,000,000 
140,000 


b I 5,026, 379 
397,851 


$ 346,743,081 
35,840,000 
16,211,193 
351516, 350 

$ 434,310,624 

9,547 


++ 2,270, 500,595 


28,916,962 


+» %2,299,417,557 


$ 227,666,227 
1,711,246 
10, 000,000 


35,840,000 


275,217,473 


ae $ 2,024, 200,083 


$ 1,708,403 
11,586,748 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 


LAWFUL MONEY. 


$ 64,623,512 
969, 352 


39,835,039 
10,279, 151 


29,555,858 


Principal outstanding 
Interest accrued and not yet paid 


Interest paid by the United States.........+06 
Interest repaid by transportation of mails, &c. 


Balance of interest paid by the U. S... 


64,623,512 
1,292,470 


39,3351039 
10,416, 104 


$ 29,418,935 





NOTES ON THE MONEY MARKET, 


NOTES ON THE MONEY MARKET, 


NEW YORK, NOVEMBER 25, 1878. 


Eachange on London at sixty days’ sight, 4.82 a 4.82% in gold 


The course of the money market has been steady with a tendency at the 
close to easier rates. Two reasons are assigned for the opinion which pre- 
vails in some quarters that an early advance is possible in the rates of interest. 
First, the circumstances from which the present ease results are partly tem 


porary. Just now, for example, there is in the chief financial centers an 


accumulation of unemployed capital seeking investment on call. To an increas- 
ing extent some of its owners are apprehensive of the effect of resumption and 
as they look for perturbation in the market they wish to strengthen themselves 
beforehand with as large a surplus as possible. Whether these expectations are 
to be fulfilled or not, their immediate result is that the funds laid by for the 
purpose indicated are withheld from many other uses, so that for the present 
they are available chiefly for demand loans or for loans payable at short notice 
on the best collaterals. Hence the drooping tendency of the rates for call 
loans in many cases. The accumulation from this class of causes if it should 
continue to withdraw funds from the avenues of commercial activity might tend 
to enhance the rates of discount, especially if any new circumstances should 
arise to disturb public confidence. 

In the second place there is little special demand for money all over the 
country, but the belief is widely held that the demand will increase more 
rapidly than the supply of funds during the next few weeks, if nothing is done 
in Congress to check the probable course of events. In this point of view it 
is noteworthy that less agitation than usual prevails in financial circles as to 
what Congress will do in regard to the currency and financial legislation, For 
many years past the opening of a new session of Congress has been preceded 
by considerable excitement and incertitude, and the business of the country has 
suffered much from this perturbation, of which the indications at present are 
less conspicuous than at any like period since the panic of 1873. The rates 
for money, except as above indicated, remain with very little change, but 
exceptional transactions are reported at higher and lower rates than the quota- 
tions given below, 

The returns of the New York City Banks for the past five weeks, are as 


below : 


Legal kavcess yf 
1878, Loans. Specte. Tenders Circulation. Deposits Reserve 


Oct. a6 $245,10%,400 . $19,860,500 . $ 39,962,500 . $!19,84y,700 . $ 211,096,700 . $7,04%,825 
Nov . .* 244,511,800 ++ 249144,100 «+ 40,219,000 «+ 19,904,300 «+ 215,444,400 «+ 10,502,250 
‘ 240,224,200 «+ 26,37 $4,200 «+ 39,155,400 .. 19,905,400 .. 210,737,600 .. 12,844,200 
237,645,500 ++ 259495,4900 «+ 399. 38,200 + 19,9OQ,499 «© 2096752,100 ef 12,905,575 

234,917,700 «+ 2349414,400 ++ 40,598.200 .. 19.961,900 .. 207,184,800 .. 12,206,400 





486 THE BANKER’S MAGAZINE. [ December, 


The Clearing-House statement of the Boston banks for the same time is sub- 
joined : 

1878. Loans. Specie. Legal Tenders. Deposits. Circulation. 

++ $126,876,100 .... $2,557,600 ...+ $6,524,300 «+--+ $74,480,000 ..-+ $25,388,000 

126,825,200 . 2,588,000 «++ 7,234,600 «ee 75,541,300 +--+ 25,429,400 

126,512,400 ... 2,950,800 «+++ 7,787,500 «+++ 77,019,600 .... 25,460,700 

127,202,900 «+++ 3,135,000 ...- 8,060,800 .... 78,129,700 «+++ 25,488,700 

126,472,600 .... 2,933,600 .... 8,228,600 .... 77,805,700 «+++ 25,450,900 


The Philadelphia bank statements for the past month are as follows : 


Loans. Specie. Legal Tenders. Deposits. Circulation. 

+$ 58,522,350 «-+- $1,646,613 «.-- $11,958,394 +--+ $44,232,796 ---- $11,494,811 

53,414,244 «+02 1,693,177 eee 12,575,827 +++ 44)671,294 -6- 11,396,121 

58,270, 11 -e++ 1,874,226 «00+ 12,334,845 +--+ 44,109,434 +e 11,430,703 

57:956,695 +--+ 1,879,359 «++ 12,506,345 -+++ 44,436,416 «2+ 11,393,116 

5793445124 «+++ 1,902,867 ceoe 12,618,399 ..-. 44,112,838 .... 11,393,361 

The stock market shows considerable activity. Governments are firm with 

a good demand for nearly all the issues except the five-twenties. The home 

demand for our government securities is good and the foreign markets are 

expected to absorb them more freely when the monetary disquiet incident to 

the Afghan troubles passes away. Subjoined we give the closing prices of 
United States bonds in London : 

Quotations in Nov. Nov. Nov. Nov. 7~ Quotations since Fan. 1, 1878.— 

London. 8. 15. 22. 25. Lowest. Highest. 

U. S. 6s, 5-208, 1867 109% .. 109% .. 108% .. 10854 .. 105% Jan. 2 .. 109% June 8 

U.S. 5s, 10-40S..-- 10934 .. 109% .- 109% .. 1094 .. 10436 Feb. 25 .. 11154 July 30 

ss of 1881 108% .. 104% .. 108% .. 108% .. 103% Mar. 1 .. 109% July 9 

New 4% percents.. 107% .. 106% . 106% .. 106% .. 102% Feb. 25 .. 107% July 30 

The transactions at the New York Stock Exchange are chiefly in the four- 

and-a-half per cents. and the new fives, and the currency sixes. The closing 

quotations compare as follows : 

Bid. Asked, Bid. Asked, 

. 10-40 Registered 10746 .. 10754 

- 10-40 Coupon... 107% .. 107% 


S. Currency 6s. 121% (Ct - 
S. 6s 1881 Registered. 109 -- 109% 
S. 6s 188: Coupon.... 109 -. 109% 5s 1881 Reg.... 106 -- 106K 
5. 65 1865 new Reg.. 10346 .. 103% 106 «106% 
3. 68 103% .. 103% latin S. 4% 1891 Reg.... 10375 «.- 104 
3. 68 106 -. 106% - S. 4% Coup 105 .- 105% 
S. 6s 1867 Coup...... 106 -- 12063¢ eee U, S. 4 1907 Reg... 100% .. 100% 
5. 6s 1868 Reg. as 10908 cove U.S. 4 1907 Sew. 100% . 10053 
5. 6s 1868 Coup..+..- ++ 109% 

To show the range of the quotations since January 1, 1878, we give the fol- 
jowing table, adding our usual statement of the aggregates outstanding as reported 
by the Secretary of the Treasury, November 1, 1878: 

-——Range of Prices, 1873——~ - Amount Nov. 1.—-—— 
Lowest. Highest. Registered. Coupon, 
eoeecoup.. 105% Feb. 25 .. rro% June 27 .. $197,454,550 -. $85,281,800 
6s, 5-208, 1865, new.coup.. 102% July 22 .. 105% June 6 .. 34,920,700 .. 26,715,500 
6s, 5-208, 1867 coup.. 104} Aug. 12 .. 108% June 27 .. 111,534,800 .. 199,079,300 
6s, 5-208, 1868 ....+ coup.. 1064 Jan. 2 .. iw1Y% June 28 .. 16,078,000 .. 21,387,300 
55, 10-408 coup.. 103% Mch. 1 .. 109% July 29 .. 144,280,800 .. 50,285,500 
5s, funded, 1881 -. 102% Feb. 25 .. 107% July 30 .. 244,196,100 .. 264,244,250 
4%s, 1891 coup.. 101% Mch. 1 .. 105 Aug. 17 .. 161,549,400 .. 88,450,600 
99% Oct. 3 .. 102% Jan. 9 .. 111,058,100 .. 49,441,900 

6s, Currency, 1899....reg.. 117 Apr. 5 .. 122% Mayas .. 64,623,512 — 

In State bonds little is doing. Virginia sixes have advanced to 38 against 31 
at the last reported previous sale. North Carolina sixes (old) advanced on small 
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transactions. Louisiana consols close dull, and for District of Columbia 3-65s 
there is little inquiry. In railroad bonds there is more disposition to invest 
and quotations are better. Railroad shares have been active and feverish with 
considerable fluctuations in the Wisconsin stocks and Lake Shore which close 
strong. Below are our usual quotations : 

QUOTATIONS : Oct. 28. TU. he Nov. 11. Nov. 18. Nov. 23. 

100)3 +. Pe 100% . 100% .. 100 
U. S. 5-208, 1867 Coup. 10556 .. Y%.. 106% .. 105% oe 105% 
U.S. 10-405 Coup 106 oe 3g oe 107% .. 107% +e 107% 
West. Union ‘Tel. Co. . 983 .. Be as 94% -- 96% «. 965% 
N. Y. C. & Hudson R- 112%. | ae 110% .. 111% oe 112 
Lake Shore go% .. 8% .. 67% oe 68% oe 69% 
Chicago & Rock Island 115% «- Yee. 116% .. 118 os 118% 
New Jersey Central... 29}3 ++ | as ie 32u ee 31% 
Del. Lack. & West.... 51 re = Ty oe 50% . 49% 
Delaware & Hudson... 46 re oe oe 45% -- 43% 
North Western 41% oe are 2 eo 44%yee 44% 
Pacific Mail 16 ee ee Ye. 15% + 15% 

24% .. eos Gas 18% .. 18% 
Call Loans.......2++4. 4@6.6. 4 in ~ 3 @5 «3 @ 5 
Discounts .......+ee0+ 5 @7 + 5 @6 .. 44@6 + 4%4@6 ..4%@ 6 
Bills on London 4.82%4-4.88%.. 4.81 -4.82 .. 4.81%4-4.86%.. 4.81% -4.81%4.. 4.82144-4.87 
Treasury balances, cur. $ 45,701,700 -. $46,324,056... $46,197,442 -- $46,709,421 -- $47,277,343 

Do. do. gold. $ 119,941,458 .. $ 124,852,006 .. $ 126,885,666 .. $ 128,872,099 -- $ 132,333,492 

Gold was active at the close, and the price this morning advanced to 100% 
on moderate transactions, Gold loans were made flat and at % per cent. for 
carrying. Foreign exchange is dull. 

The U. S. Treasurer began to-day to make his currency exchanges through 
the Clearing House according to the recent arrangement, elsewhere referred to, 
between the Clearing-House Association and Mr. Secretary Sherman. Mr. 
William A. Camp, the Manager of the Clearing House, reports that the new 
arrangement works admirably in consequence of the perfect system of the New 
York Associated banks, but the transactions of the Treasury through the Clearing 
House were only about $340,000. The system will be put to a more severe 
test when the time arrives for the payment of pensions by the Treasury. 

In quoting the recent movements of U. S. bonds, we have referred above to 
the expected demand from foreign investors, who have suffered so much from 
their investments in dubious securities that they will, as is believed, be quite 
willing to absorb securities of undoubted stability, and to distrust and discard 
others formerly in favor. The total amount of money raised in London for 
foreign States during the last half century is reported at £614,000,000. Of 
this sum £157,000,000, or twenty-six per cent., is in entire default. The bank- 
tupt States are Turkey, Peru, Mexico, Venezuela, Honduras, Costa Rica, Para- 
guay, the Confederate States, Uruguay, Greece, Bolivia, Ecuador, San Domingo, 
Guatemala, Poyais and Liberia. The loans in partial default amount to 
£175,000,000, or thirty per cent. Spain owes £ 109,000,000, That country 
has so lost credit that the chances of her paying her loans is on about a par 
with Turkey. The Egyptian loan is in better repute just now, and it is 
believed that the Khedive will keep his engagements. The loans, then, in 
entire or partial default amount to £ 332,000,000, or fifty-four per cent., of the 
total raised, These and other statements have been widely published in Eng- 
land, and in view of the facts it would appear that the number of rival secu- 
tities is diminishing which have competed in the past in foreign markets with 
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our best known and most solid American investments. Of course, any change 
in the demand abroad for U. S. bonds will be gradual, and the full force of 
the conditions we have pointed out may not develop itself for some time to 
come. But as one of the circumstances to be considered in organizing large 
financial operations for the future, it is attracting considerable attention. 

For several years one of the special sources of strength in our banking sys- 
tem has been the large capital of the banks compared with their liabilities, 
The rapid depletion of our banking capital has often of late awakened anxiety, 
A similar evil has been spoken of in Canada, Statements show that the aggre. 
gate capital of the Canadian banks since 1874 has diminished nearly $ 5,000,000, 
irrespective of the reduction in the surplus which is nearly $ 3,000,000 or so; 
thus the whole depletion is about $8,000,000 in all. The $ 3,000,000 of sur- 
plus which has disappeared, was as important a factor in the loan market and 
as useful in aiding business, as was the five million dollars of subscribed capi- 
tal before it disappeared, The shrinkage in the market value of the shares 
of fifteen of the chief banks of Canada in the same period is reported as 
nearly $17,000,000, showing an average depreciation of about thirty-six per 
cent. The average dividends paid by seventeen banks in 1874 were 8.76 per 
cent.; this year the average is 6,46 per cent. The reduction of 2.30 per 
cent. on the $47,350,000 of capital employed involves a loss in the aggre- 
gate dividends this year, compared with 1874, amounting to $1,089,000, It has 
been pointed out very justly that the investors and owners of capital have so 
much less of inducement now than formerly to put their capital into bank 
shares, while in the money market of Canada there is at the least $8,000,000 
less than there was in 1874 of capital in this form to lend. But this is not 
all. The Canadian financiers would do well to inquire how much the safe- 
guards of banking solvency have lost of their old strength by the loss of so 
large a per centage of their basis of capital. 

A sale of silver was made by Germany, on November 23d, to the vaiue of 
$ 1,250,000, at the rate of 5054¢. per ounce. It is understood that 503/¢. will 
be demanded for any further amount. 


a ea] 
DEATHS. 


At SouTH Boston, Mass., on Tuesday, October 16th, aged eighty-two 
years, JEREMY DkAKE, Cashier of the Freeman’s National Bank. 

At FERNANDINA, FLA,, on Saturday, April 6th, aged forty-three years, 
Josian O. FRIEND, late President of the First National Bank of Gloucester, 
Mass, 

At St. Louis, Mo., on Friday, October 18th, aged seventy-eight years, 
IsRAEL S, PARKER, late Vice-President of the Atchison ( Kansas) Savings 
Bank. 

At BincHaMToN, N, Y., on Wednesday, November 13th, aged sixty-four 
years, HON. SHERMAN D. PHELPS, President of the Susquehanna Valley Bank, 

At PHILADELPHIA, Pa., on Sunday, September 29th, aged sixty years, 
THOMAS VoTTER, President of the City National Bank. 

At Great Fauis, N. H., on Friday, August 16th, NATHANIEL WELLS, 
Cashier of the Great Falls National Bank. 





